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World Business 


a P «f W frg//wdFTxea- 

IranandtfteUS 
Wrestling towards 
reconciliation ■ ■ 
Page 15 


WOR LD NEWS |T?UsTnES^NEW? 


Kohl’s challenger 
seeks to build ties 
with Washington 

Gerhard SchrOder. Chanceflor 
Helmut Kohl's challenger In Ger- 
many’s election next month, 
anwesln Washington .tonjgftt 
determined to biAd stronger ties 
between the two countries on Job 
creation and foreign poHcy. 

Page 16 

Warning of Kosovo ' «■-»«■»»■ ■n»*re » 

The US envoy to Kosovo said 
the Sertjian-piovirs» wffl fee© a 


ethnic Albanian civilians dis- 
placed by fighting are able soon 
to return to their homes. Page 2; 
Edftorial Comment; Page IS 

CaS lor new White House probe 

Repubfican congressmen wffl 
toda y seek to press the Ofnfon 
administration to appoint a spe- 
cial prosecutor to Investigate 
allegations of improper fundrais- 
ing by the White. House. Page 4 

Compromise on lister parade . 

Feans of a new upsurge in vio- 
lence In Northern Ireland receded 
after Catholics agreed to a com- 
promise route-fora contentious 
Protestant march through 
Londonderry. Page 16 

Accusations swapped over Kashmir 

India and Pakistan are blaming 
each other for an artitay duel 
that has killed an estimated 90 
people In the disputed province 
of Kashmir amid a diplomatic 
deadlock over how to proceed 
with stalled peace talks. Page 6 

Swedish PM defends welfare 

Swedish prime mfnbtar Gfiran ' 
Persson launched his re-election 
campaign for September's parlia- 
mentary elections by promising 
to tackle unemployment and 
defend the country’s generous • " 
welfare system. Page 2 

Jakarta to probe Suharto raiaflw 

Indonesia's military bowed to 
pubfic pressure -mid anrxnsicflilit 
would investigate tile son-m-taw 
of former pre siden t Suharto for 
the iucteappa^3SEpoffice^^^ 
rsts. Page 6! J 

Have! undergoes surgery ; 

Doctore performed a tracheot- 
omy oh Czech president Vaclav 
Havel to aid his breathfeg aftBi: ; - 
the partial collapse of hfcrfungsL 

Page 2 . 

SU lift death pHofte tadtetod 

Two US marine airmen ware 
Indicted on rrranstaugbter ahd 
negligent homicide charges, six - 
months after their aircraft dipped 
a ski lift cable to the Italian Alps* 
Idfflng 20 people. Page 4 - 

kaq attacks Impaction regisie 

Tariq Aziz. lraq’s deputy prime : 
minister, attacked UN weapons, 
inspectors, accusing them of 
draggfog outtheir work of dis- 
mantling Iraq's weapons.of mass 
destruction. Pa9»7 

CrimlRais target migrants .. . 

The number of fflegal migrant 
workers in the worW b increasing 
at an annual rate of more than 
6m, earning organised crime an 
estimated $7bn a year, according 
to the International Confederation 
of Free Trade Unions. Page 7 


.Alfred Schnittke, one of Russia’s 
greatest postwar composers 
whose work ranged from tDm 
spores to opera, has . died bi Ger- 
many aged 63:.Paga2. 

Jobless demand awa taBday 

Germany’s Jobless, currently only 
allowed tote unreachable for . ' 
three weeks a year, are demand- 
ing six weeks of hotiday pay. the 
same as' Germans with jobs,-;- _* 


Be* AHaaMc is set to dispose of 
its 18.5 per cent stake in Cable A 
Wtreteas Commurticaflons wfth 
the largest mar exchangeable 
bond issue. BeS Atiar^ic 
launched a $3^bn bond convert- 
ible after four yeas Into its stake 
in C&WC. Page 17; Motown 
music bond. Rage 22 

ABtertao tfs and American Stores, 
two US food and dug retaflors, . 
announced plans for a $7Sbn ' 
merger to create the largest 
supermarket group in the US, 
with 2,478 stores spanning 37 
states and estimated sales this 
year of about $38bn. Page 17 

Emits of Sweden is totieoorhe - 
Europe’s largest office products 
company after agreeing to 
acquke Lntz Group, the privately 

owned German office equipment 
supplier, for SKr2^bn ($328m). 

Page 2ft The paperless office* 
Page 14; Otwerver, Page 16 : 

■ BatiMn Itatiiaawy; the mam 

. Investment vehicle of Warren 
Bvrffett, announced operating 
proffls of $3t2m for the second 
quarter, up from $255m in the 
1 997. equivaJerrt Page 22; . 
CWbaenrer, Page 15 . 


fft" 'Joes' of inbCtt'-, 
Jor the flrathetff 


f>*9* 20 

S h p reVj b ^j l HmMed byrtpre 
than a ff^aftBrThsiJK 
. tetecdmmuffipaiipqs group said .. 
to faraV J. - 

UakfflrtrtSteioi'iriHoflywood 

UK's biggest TV companies, to 
broadcast two channels on <figdh 
t tal-terrestdal television. Page 24 

I Trent Wsriri Snap, the 

London-based meteto trader, Is 
to shed its eontroffing stalte in . 
NovoOpetsk MetaaufgteaTKiprribl- 
nat, Russia’s second-largest 
steel producer. Page 20 

Pearses, ihemetfa group that 
owns tiis Financial "Ehies* says It 
is not llkoty to achieve an early 
sale of its stake in Lazards, the 
investment banking partnership. 
Page 17 . 


significant profits growth s&ice its 

stock market debut more then - 
tyro years ago. Page 20 
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The battle for Bouygues ■ 
Why Boilore wants I 

the concert to go on ■ 
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itirch appeals 
against veto on 
pay-TV affiance 

Kbch, the German mafia group. 

has appealed to the European- - 
Court against a European 
Commission veto of Rs proposed 
cflgftal pay-TV aOance wfth CLT- 
Ufa, the LiiMenfodurg-baSed 
broadcaster, and Deutsche Tele- 
kom. Pag* 2; Lax, Page 16; 
Maflewt taWca, Page 20 


Tokyo fall hits Asia markets 


Yen reaches June 
levels reviving 
currency fears 


t;'. 


WBi 


Bjf Pial Mofeam hi Tata 
laaiMUxasteHare Kom 
mStaeoKmrAiLowfM 


HS8C HnWnjt, tire. London-baaed 
■ bitemational banking group, aaw 
its shares ctiop 33p to £1400 
{$24.13} as its first half profits 
took a battering from bad debts 
in Its core businesses In Hong 
Kong and Ada. Page 17; Lax, 
j Page 16; Hongkong Bank 
Group and Hang Sang Bank;' 
PagelS; Analysis, Page 24 
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The Japeneae coiTency and stock 
market fell yesterday on fresh 
signs that new gwre nn nan t 
would step, pr opping up asset 

mwkets- _. • ^ . . 

The recent firil hi the yen has 
tAan the c onen cy beck down to 
Sre levels which inspired con- 
certed intervention by the US 
and Japanese au t h or i ties in Jane. 

Yesterday, the yen’s weakness 
reeved fears that China would 
devalue the renminbi and the 

Hnny Kong- 

The- Chinese prime minister 
admowfedged yesterday that Ids 
country's economy was facing 
deflationary pressures. 

Asian stock markets fell 
sharply in response, leading to a 
decline on Euro p e an bourses and 
an early retreat on Wall Sheet 

The Hang Seng fodw t in Rnn g 
Kong fen 48 per cent and the 
FTSE Eurotop loo index dropped 
L25 pa cent By 1.30pm New 
York thm», the Dow Janes Indm- 
trlal Average was down 52.78 at 
8,83081. The latest sell-off was 




parked by comments from Seiko 
Noda, the Japanese post minister, 
who said she was opposed to 
nstegpost office savings funds to 
support tiie market. 

“Arbitrary manipulation of 
stock prices is unwise and I don’t 
want to repeat such practices 
daring my term In office," she 
told the Nihon Keizal Sbfmbun 
newspaper. Public institutions 
such as the post office have been 
heavy b uy er s of equities when 
the market has been weak. 

Mb Node’s remarks echoed 
comments by Kllclii Mlyazawa, 
the finance minister, last week 
that markets should tfw 

level of currencies and stocks 
except in “extreme situations". 
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The benchmark Nikkei 225 
average fell 213.9, or 181 percent- 
age points, yesterday to dose at 
16465. Confirmation of the gov- 
ernment’s non-interventionist 
approach sent the yen down YU 
against the dollar to dose in Lon- 
don at Y14&.7. 

The yen is now Just above the 
eight-year low of Y 148.75 it hit 
before the currency intervention. 

Peter von MaydeD, senior cur- 
rency strategist at Credit Suisse 
First Boston in said the 

market expected no more than 
token intervention by Tokyo If 
the yen hit that level again. 

The dire state of Japan’s econ- 
omy - probably about to contract 
far the third quarter running - 


PLAN TO SELL UK AND AUSTRALIAN ELECTRICITY SUPPLIERS PUTS END TO GLO BAL AMBITION 

Entergy unveils $4bn restructuring 


ism 


e THE FINANCIAL TBiffiS LIMI TED m.Vb M*-.; 

Loodoo ■ lawk ■ rm • 
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fly A w huw Tauter la Laotian • a $4hn restructuring package, 

aad Mtam lank k Nsar T«k Ths - ahi i min ewnwif wiaHta the 

end of the grog’s aspiration to 

Entergy, the fourth largest US became a global electricity sup- 
power • generator, yesterday pUer. Entergy said it needed the 
announced plans to sell its dee- cash to rebuild its overstretched 
trinity supply operations in balance sheet following a number 

UK and Australia as part of of acqtdsttianaandnew vmitnzes. 

Bob Luft^ acting nhipf execa- 
^5 ttve, said he intended to redxice 
debt byapprox 

' S||j| | iF ^ fcnately'tafm, partly through seh- 

• ' tng businesses and partly 
1 ~s ■ .through reducing its dividend 

T s? I l\M “We are going to divest to 

J\ J \f ' invest, focus on what we do best 

V f — \ irt Lr 1 and we are going back to bastes," 

— . U ■ — J — J| Assets for. sale over the next 

V i lg wnnth« fndnde London Elec- 

— — p trinity, which Entergy bought for 

xSjk % gkihoa at the beghming of last 

■ ■ 1 • year. The New Orleans-based 

BTonp. wbich has assets of $27bn, 
is also proposing to sell Citi- 
power, its Australian power dis- 

Congo in crisis as 
battalion mutinies 


and warned residents and for- 
eigners to stay indoors until 
order was restored. The border 
between Congo and Rwanda was 
dosed yesterday. 

Eyewitnesses said there were 
bodies lying in the streets around 
two military bases in the capital 
alter pre-dawn clashes between 
Rwandan troops and their former 
comrades. 

In the eastern Kivu province 
the 10th battalion of the Congo- 
lese army appeared to have 
openly mutinied. 

“We, the army of the Demo- 
cratic Republic of the Congo, 
have taken the decision to 
remove President Laurent Desire 
Kabila from power,” battalion 
commander Sylain Mhm^y raid 
in a statement on local radio. 

The crisis marks a breakdown 
of confidence between Mr Kahfla. 
the Rwandan government and 
Banyamulenge Tcetsls in the east, 
who farm the hardcore of the the 
forces that seized Kinshasa last 
year. . 

Many of the Banyamulenge, 
originally from Rwanda, have 
served in the Rwandan ansy, and 
their loyalty .to Kigali Is often 
stronger than their HmnwiHiwn t 
to IHndwaa 

Mr Kabila has long suspected 
the Tutsi riwn»nt« in his army of 
platting to overthrow him, and 
has gradually replaced Banyamu- 
lenge holding key adrntniat r a tia n 
positions with people from his 
pottticaJ stronghold, the southern 
province of Katanga. 


tributor bought for $L2bn at the 
beginning of 1996. 

The rest r ucturing follows criti- 
cism by. shareholders of the com- 
pany’s under-performance in 
recent months. Five weeks ago, 
Mr Loft was appointed acting 
chief executive following the 
departure of Ed Lupberger. 

Other businesses being put up 
for sale include part of its tele- 
communications and security 
monitoring Interests in the US 
and a nuafl energy management 
company. 

A successful sale of London 
Electricity, which supplies 2m 
customers in the British capital, 
would be the second disposal this 
year of a large UK regional elec- 
tricity supplier by a US utility. 

Dominion Resources of Vir- 
ginia last month announced the 
sale for almost £2hn (g38bn) of 
East Midlands to PowerGen, the 
third largest UK electricity gener- 
ator. Some US investors have 


The paperless jjwopsan Central Bank 

Striving for more The first contours are 

electronic print-outs | emerging from the fog 

Peter Martin, Page 14 < Special Report, Page 3 

markets 

^ deal with 
: TS deflation’ 

\ r\ 8,00 ** Jmm H * nB " B ta 

I / i in & hu Kungji, China’s prime 

U — fw 1 minisiiT. has publicly acknowl- 

il/ l edg«nl fur the ftret time the drtla- 

1 n - * — — t — 5** tionan- pressures that are under- 

V 1 vT muitUR the country’s economic 

1 1 ssoo gronih, and promised to rvLnrtg- 

i orate thv ivonomy by Increasing 

3 XJQ spending nn mihutruciun 1 . 

jam Jutma ta "to view of the cunvnt situs 

lion, in which then' is deflation, 
the central government has 
decided to take more active fiscal 
tel 225 was underlined by data published policies to rain* more capital to 
percent- yesterday showing that sales of { strengthen infrastructure Invest- 
doae at vehicles in July tumbled year on ment,” he was quoted as saying 
he gov- year by &4 per cent, the !6th yesterday in the store-con tmlkri 
ltionlat month in a row they have fallen, media. 

wn YLS “Truck sales are in free-fall. China's retail price Index rega- 
in Lon- down 26 per cent,” said Stephen lend negative growth last Qcto- 
Usher, automotive analj'sl at Jar- her and donation has since been 
ove the dine Fleming In Tokyo. gathering pace ns slackening cun 

I it hit The steel industry, one of the sumer demand and manufoctur- 
rention. main suppliers to the automotive ing ovrrsupply have depressed 
lor cur- sector, yesterday warned that prices. 

: Suisse production could fall below B&m In the first six months of this 
nid the tonnes tins fiscal year, the kwest year, the RP1 Tell 2.1 per cent 
re than for 27 years. ycar-on-ycar It fell 3 per cent in 

okyo If ....... June atom*. 

to. RacnUu ft woes, Page 6 Mr Zhu emphasised the power 

’a earn- Ban k' s toam ha, Page 17 of investment to reflate, saying: 

xmtract Corrandes, Page 37 “This is the most effective mea- 

ming - World stories, Page 38 sum to expand domestic demand 

and to push up economic 

growth.” 

! END TO GLOBAL AMBITION He said investment should go 

— : — — — into construction of roads, rail- 
ways, telecommunications, hous- 
a a • ing, irrigation and water conser- 

YiCY va *ton facilities, urban 
j UL \* 111 111 infrastructure and environmental 

O protection projects. 

His comments, made last week 
l at the become disenchanted by the pros- during a visit to the northern 
pect of tougher UK price control provinces of Inner Mongolia and 
rs criti- and the imposition of a windfall Shanxi, suggest Chinese leaders 
le com- tax by the Labour government are concerned that the country’s 
ace in Analysts said there is likely to decelerating economy will foil to 
ks ago, be strong interest in bidding for achieve the government’s 8 per 
acting London Electricity from other US cent growth target for this year. 


was underlined by data published 
yesterday showing that sales of 
vehicles in July tumbled year on 
year by &4 per cent, the 16th 
month in a row they have fallen. 

“Truck sales are in free-fall, 
down 26 per cent,” raid Stephen 
Usher, automotive analyst at Jar- 
dtn* Fleming In Tokyo. 

The steel industry, one of the 
main suppliers to the automotive 
sector, yesterday warned that 
production could fall below 85m 
tonnes tins fiscal year, the lowest 
for 27 years. 

Ra c mk a won, Page 6 
Pan i c's stoat Wt, Page 17 
Ca n raci a l . Page 37 
Mtald stocks, Page 38 


become disenchanted by the pros- 
pect of tougher UK price control 
and the imposition of a windfall 
tax by the Labour government 

Analysts said there is likely to 
be strong interest in bidding for 
Latvian Electricity from other US 
utilities and rival UK electricity 
suppliers seeking to take advan- 
tage of the introduction of com- 
petition for UK domestic custom- 
ers from September. 

They said potential purchasers 
include Southern, the UK sup- 
plier, ParifiCorp and GPU. the US 
utilities, and Nomura of Japan, 
which earlier this year expressed 
interest In buying Energy Group 
- the UK's largest electricity sup- 
plier. 

In early trading on Wall Street 
yesterday, Entergy’s share price 
feD 8ft to *Z7ft. 

FdftnrM Conan— t . Page 15 

Lax, Page 16 

Bunto of debt. Page 22 



Zhu Roog^: admitting to deflation AP 



Wck— I Hokara la London 

President Laurent Kabila's 
* 15-month tula iri Congo, formerly 
Zaire, appeared in jeopardy last 
wight -after an a r m y battalion in 
the -east mutinied and he was 
deserted by ministers with close 
links to neighbouring Rwanda. 

The .crisis appears to be the 
mftirinationof a steady unravel- 
ing of the regional alliance led by 
Rwanda that toppled the late 
President . Mbtatn Sese Seko of 
Zaire to May 1997 and . brought 
Mr Kabila’S rebel movement to 
power. It lira revived fears that a 
rudderless Congo could destabil- 
ise ce n tral Africa. ’ 

Nearly all nine neighbouring 
countries - including -Angola, 
Congo Brazzaville, Uganda, 
Sudan. Rwanda' and BnnrodJ - 
are affected by rebel movements 
that have director indirect finks 
with -the Democratic Republic of 
'toe Congo. ' 

At least two top g o ver nm ent 
offi cials - foreign minister 
Btetma Karaha, and presidential 
afIMra minister Deogratias Bug- 
ora - were reported to have gone 
Into exile > 'toSouth Africa, as wull 
as a former this! aide, Moiae 
Nyarugabo. ■ 

' Troops loyal to Mr Ktdrila" w«b 
- said t»"be tmnting down Rwan- 
dan soldiers who had been based 
ip Ttlmdimca stuce spearheading 
the 1997 assault on the capltaL - 
The authorities imposed a 
dnsk-todawn curfew an the dty, 





The ease’s eye hffitfi gto a particular area of interest within its expansive 
field of view by an extraortfinary abfifty to magnify that area by some {wo 
and a half times. 

Vision that delivers. 

To focus on the kind of potential in a business that we put a high value on and 
are prepared to pay for also takes a particular vision. Vision that we back with 
the £850 mflDon Candover 1997 Fund Vision that delivers. 
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J^P IVATIS ATI ° w MOSCOW HOPES T O A TTRAC T' INVESTOR INTEREST F OR TW ICE-DELAYED SALE NOW SCHEDULED FOR OCT OBER 

New management named at Rosneft 


By Claries Ciover in Moscow 

The Russian government 
yesterday attempted to add 
impetus to the twice delayed 
sale of Rosneft, the last big 
state-owned oil company in 
thd country, by naming a 
new management for the 
group. The privatisation of 
the company is scheduled to 
take place in October. 

Industry experts said the 
government was considering 
increasing the attractiveness 
of the company to investors 

Persson 
promises 
action 
on jobs 

By Tim Bttrt to Stockholm 

GOran Persson, the Swedish 
prime minister. has 
launched bis re-election cam- 
paign ahead of September’s 
parliamentary elections by 
promising to tackle unem- 
ployment and defend the 
country's generous welfare 
system. 

Delivering his annual sum- 
mer address in BjOrkvik, 
south-west of Stockholm. Mr 
Persson said his Social Dem- 
ocratic party would fight the 
election on a ticket of social 
justice. 

"Our top priority will be to 
establish social justice, 
reduce the imbalance in soci- 
ety and return to a situation 
where everyone is 
employed," he said at the 
weekend. Unemployment in 
Sweden stands at 6.B per 
cent, excluding those on gov- 
ernment-sponsored training 
schemes. 

Official campaigning is not 
due to begin until August 21. 
when the ruling party 
unveils its election mani- 
festo. But Mr Persson and 
his main rival Carl Bildt - 
leader of the conservative 
Moderate party - have 
already begun tours around 
the country to shore up sup- 
port before the September 20 
election. 

Although opinion polls 
suggest the Social Demo- 
crats will remain the largest 
party in the Riksdag, with 
an estimated 39 per cent of 
the vote, they are not expec- 
ted to win enough seats to 
form a majority government 

For the past four years, 
the minority SDP govern- 
ment has relied on the sup- 
port of the proenvironment 
Centre party to remain in 
power. 

But Lennart Daleus. the 
Centre party’s new leader, 
has indicated that the gov- 
ernment may not be able to 
rely on his support. 

At the weekend. Mr Pers- 
son hinted that the SDP 
would consider an alliance 
with other parties commit- 
ted to defending social wel- 
fare. and added: "We have 
successfully governed with a 
parliamentary minority for 
many years." 

Mr Bildt. however, hopes 
to unseat Mr Persson by 
bringing together a centre- 
right alliance of the Moder- 
ates. Liberal and Christian 
Democrat parties with a 
campaign to cut Luces and 
mow rapidly towards Swed- 
ish participation in Euro- 
pean economic and mone- 
tary union. 

Recent opinion polls sug- 
gest the Moderates will 
secure less than 30 per cent 
oT the vote. Bui the centre- 
nght alliance could pose a 
real threat to the SDP if the 
Centre party joined its 
ranks. 
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by giving Rosneft a one-third 
stake In an oil development 
on the Pacific island of Sakh-' 
a fin. 

The Alliance Group, a 
management company 
headed by Ziya Bazhayev, 
former president of Sidanco, 
the Russian oil company, 
will temporarily manage 
Rosneft The oil group has 
been without a head since 
Alexander Pntilov, former 
chairman of the board, left 
his post last spring. 

Mr Bazhayev's task over 


the next three months is to 
help Rosneft meet the $L6bn 
price tag the Russian gov- 
ernment hopes to receive for 
75 per cent plus one share of 
the company in October. “A 
successful tender. . . will be 
the best indicator of the per- 
formance or the Alliance 
Group," said Boris Nemtsov. 
Russian vice prime minister. 

Mr Bazhayev said his most 
important tasks would be 
"making the company more 
governable and controlling 
and preserving the assets. In 


the financial field, the task 
Is to ensure the financial 
transparency of the com- 
pany." But analysts were 
sceptical whether Mr 
Bazhayev would be able to 
turn the company around in 
such a short time. 

Brunswick Warburg, the 
Moscow securities firm, was 
named as finamWai consul- 
tant for file tender. 

The government previ- 
ously tried to sell Rosneft in 
May for $2.1bn and in July 
for $l.6bn, but received 


no bids at those prices. 

Investors : said low oil 
prices had reduced enthusi- 
asm. The government 
announced on July 10 it 
would delay' the tender until 
October 27. when it expects : 
oil prices to have risen. “I 
am afraid that price is still 
not in accordance with the 
current market.” said Vladi- 
mir Nosov, an analyst at 
Flemings XJCB in Moscow. 

Russia's 1998 budget fore- 
casts $5bn-$6bn of privatisa- 
tion receipts, which would 


represent more ban 10 per 
cent d£ overall federal bud- 
get revenues. ” ■ ; 

Yelena Telaglna, a Rosneft 
director, said the company 
would try to get a ometiriid 
share to' Sakhalm-a, an ol 
exploration project with Tex- 
aco and Mobil, the US oil 
companies. The stake cur- 
rently belongs to the govern- 
ment "If we manage to sign 
an agreement, which wnn 
quite realistic, that win dra- 
matically increase the com- 
pany's assets,” she said. 


CDU finance pledge 
on eastern Germany 


By Frederic k Stfldemang 
ta Bolin 

Germany’s governing 
Christian Democratic party 
has promised to maintain 
financial transfers to the 
east of the country to a bid 
to improve its electoral 
chances in an area where its 
support has dramatically 
sagged. 

The CDU and its Bavarian 
sister party, the Christian 
Social Union, said the regen- 
eration of formerly commu- 
nist eastern Germany 
remained a matter of “high- 
est priority”. 

The east is set to prove a 
decisive battleground in the 
general election in Septem- 
ber. Chancellor Helmut Kohl 
scored highly in the region 


in the national elections in 
1990 and 1994 but has since 
seen his popularity drop as 
the process of transforma- 
tion slowed and unemploy- 
ment has risen. 

However the CDU and 
CSU yesterday presented an 
upbeat picture of the region, 
drawing voters’ attention to 
economic and social 
improvements in eastern 
Germany since the fell of the 
Berlin Wall in 1989. 

Modem Infrastructure, 
high-tech start-ups and 
growing exports were all 
highlighted as the achieve- 
ments of the reconstruction 
process, which Wolfgang 
SchAuble, CDU/CSU parlia- 
mentary party leader and 
Chancellor Kohl’s preferred 
candidate as successor, said 


belonged to "the most 
impressive success stories of 
this century." The pro- 
gramme also delivered an 
implicit compliment to east- 
ern Germany by filing f or 
innovative practices devel- 
oped in the region, such as 
labour market flexibility and 
less bureaucracy, to be intro- 
duced in western Germany. 

Yesterday’s presentation 
was also intended to draw a 
line under a series of CDU 
gaffes in the east Earlier 
this year a party discussion 
paper on the sensitive issue 
of property restitution rights 
angered many in the region, 
including several senior 
party members. 

A revival of a campaign 
accusing the opposition 
Social Democrats of collu- 



Egg on his shoulder: Kohl in Hale, eastern Germany, test Friday AP 


sion with the party of Demo- 
cratic Socialism, the former 
communist party which still 
enjoys relatively strong sup- 
port in the region, has also 
proved unpopular. 

In 1994 the CDU won 38^ 
per cent of the vote in the 
east. Recent polls suggest 
support for the party has 
dropped to below 30 per cent 
In elections in April in the 


eastern state of Saxony- 
Anhalt, the CDU vote 
slumped to 22 per cent. ' 
While in population terms 
eastern Germany represents 
roughly one quarter of the 
country as a whole, opinion 
poll researchers believe that 
to a dose run election the 
east, where electors are less 
loyal in their voting habits, 
may decide the outcome, 


France re-assesses 
whether its love of 
cars is diesel-fired 

New tax proposals may cause owners 
to examine the economy of running a 
diesel vehicle, writes David Owen 


French car sales: On the road 

Oiesef cars as a ^ of ?V, vehicles soM 


- ,- A . r , . , 4< 


I s the end in sight for 
France’s love affair with 
diesel? 

That could be the logical 
conclusion to draw from the 
government's 1999 budget 
proposals, which would raise 
tax on the fuel and reduce 
the price advantage it enjoys 
over unleaded petrol. 

Over seven years, the gov- 
ernment’s intention is to cut 
the differential in the 
amount of tax imposed on 
the two fuels from FFrl.43 
(80.24) a litre at present to 93 
centimes, which it says is 
the European Union average. 

It justifies the move partly 
on environmental grounds. 
It says the respective advan- 
tages and drawbacks of 
vehicles powered by the two 
fuels are so evenly balanced 
that a tax regime beneficial 
to diesel is not justified. 

The move would undoubt- 
edly hit the pockets of the 31 
per cent of French vehicle 
owners who choose to go die- 
sel-powered. ft would involve 
about Tim cars. 

Some observers, such as 
the Union Frangaise des 
Industries Petrolferes, which 
represents big oil refiners 
and distributors operating in 
France, hope the measure 


might contribute to a grad- 
ual reduction of French die- 
sel imports, although it 
describes the measure as 
“weak and slow”. 

But would the proposals 
cut demand for diesel cars? 
A range of technical and eco- 
nomic factors suggest this is 
less clear-cut than might be 
supposed. 

The country's big two car- 
makers - Renault and Peng- 
eot-Citrofin - certainly seem 
relaxed about likely conse- 
quences of the planned mea- 
sures. 

Louis Schweitzer. Renault 
chairman, expects the 
French to continue to buy 
diesel cars because "they 
consunte less than cars run- 
ning on petrol and that is an 
advantage that will remain". 
He also emphasises that the 
new policy is not to close the 
tax gap with petrol, but to 
narrow it "Diesel would still 
be taxed less." 

Peugeot-Citrofin says It is 
“very serene "about the pro- 
posed changes and expects 
no “disruption". It bases Its 
confidence partly on the 
introduction of highly fuel- 
efficient direct Injection die- 
sel engines. 

The company, whose first 



diesel engine dates from 
1937, suggests that whereas 
a traditional diesel engine 
consumes about 20 per cent 
less fiiel than a petrol 
engine, a direct injection 
version would consume 40 
per cent less. The direct 
injection version carries 
with it an advantage for cus- 
tomers "that will allow them 
to compensate fully for these 
tax increases", it says. 

Peugeot also points out 
that the share of new car 
sales taken by diesel-pow- 
ered vehicles has risen In 
France, as in most other 
European markets, during 
the 1990s. In France, the 1997 
figure was 42 per cent com- 
pared with 33 per cent in 
1990, but down from 46 per 
emit in 1995. This is higher 
than in Italy or Germany, 
though lower than Spain or 
Austria. "The French market 


far diesel cars has. already 
stabilised and this is 
unlikely to change," it says. 

Analysts and other observ- 
ers are relatively upbeat 
about diesel’s prospects, in 
spite of the proposed tax 
environment. 

John Lawson of Salomon 
Smith Barney points out 
“the three best-selling diesel 
manufacturers in France 
have new-generation engi n es 
for later this year which 
have dramatically better 
driving characteristics and 
even better fuel economy”. 

“The technology was liable 
to reinforce diesel's position 
if nothing had been done", 
be adds. To my mind (the 
increased tax) is not really 
going to make a dent in die- 
sel’s share." 

Keith Hayes of Goldman 
Sachs says be does not see 
the tax increase as "a rates- 




trophe In the short term". 
However, he suggests it 
might lead to a reduction in 
the price of diesel vehicles, 
which tend to cost more 
than equivalent petrol- 
fuelled models. 

Andrfe Douaud, a technical 
expert, says there is “a pro- 
found misunderstanding 
between public and political 
opinion and performance in 
the technical world, which is 
mairtng diesel engines that 
pollute no more than petrol 
engines, that are as powerful 
and which emit less carbon 
dioxide”. 

If they are right, diesel- 
powered cars look set to 
remain as common a sight 
as ever on French roads. In 
spite of the impending 
increase in the fuel's relative 
cost the love affair is likely 
to endure. 


US envoy warns of 
Kosovo catastrophe 


Kirch appeals 
against veto 


By Guy Dsmnore in Pristina 

The Serbian province of 
Kosovo will face a humani- 
tarian catastrophe unless 
ethnic Albanian civilians 
displaced by fighting are 
able to return to their homes 
soon, a US envoy said yester- 
day. 

Chris Hill, who is leading 
diplomatic efforts to end the 
coaftict. was speaking as 
Serb-led government forces 
forced thousands more refu- 
gees to flee their homes dur- 
ing an attack on ethnic Alba- 
ulan rebels seeking 
Independence for Kosovo. 

The United Nations refu- 
gee agency raised its esti- 
mate of the total number of 
refugees from the five-month 
conflict to 200,000 * a tenth 
of the province's population. 

More than 40,000 have fled 
to Albania and the small 
Yugoslav republic of Monte- 
negro, while the rest are dis- 
placed within Kosovo, many 
living in the open with few 
supplies. 


Relief workers fear an out- 
break of cholera in the 
intense s umm er heat 

Many refugees have 
nowhere to go back to or 
food to support themselves 
after what diplomatic 
observers have described as 
wanton destruction and 
torching of farms, fields and 
haystacks. 

Serbian police and units of 
the federal Yugoslav army 
focused their attacks on two 
fronts yesterday. Officials 
said more than 10 "Albanian 
extremists" were killed 
when government forces 
overran the village of Smon- 
ica near the border with 
Albania. 

There was also heavy 
shelling of villages In the 
centra] Drenica area. Includ- 
ing Likovac. a command cen- 
tre of the separatist Kosovo 
Liberation Army ( KLA). 
Speaking from Likovac by 
telephone, Murat Musliu, an 
ethnic Albanian human 
rights activist, said 11 people 
had been killed in the area. 


Chilians had fled or were 
hiding in cellars during the 
long range bombardment, he 
said. 

The KLA has lost a signifi- 
cant amount of territory 
since the latest offensive 
began a week ago, but diplo- 
mats said rebel casualties 
were light and it was too 
early to write off the KLA as 
a military force. 

Western military observ- 
ers said the Serbian police 
would have a tough time sec- 
uring the roads and rural 
areas they had seized over 
the past week. 

“What we need is a pro- 
cess of political negotiations 
in Kosovo. There is no mili- 
tary solution, . . The violence 
of the last few days has set 
back the process of finding a 
political solution." Mr Hill 
said after meeting Ibrahim 
Rugova, the political leader 
of the Kosovo Albanian 
majority, in the provincial 
capital of Pristina. 

Hfloiriai Comment, Pape is 


By Frederick S ted e m ana 
in Bata 


Kirch, the German media 
group, said yesterday it had 
appealed to the European 
Court against a European 
Commission veto of Its 
proposed digital pay-TV 
alliance with CLT-Ufa, the 
Luxembourg-based broad- 
caster, and Deutsche Tele- 
kom. 

In a statement Kirch said 
the case, which was blocked, 
by the Commission in May 
on the grounds it would 
have created a monopty in 
an emerging media market, 
had not been handled objec- 
tively. 

It accused Brussels of 
being prejudiced against the 
proposed link-up long before 
the final decision was made. 

CLT-Ufe, which is 40 per 
cent owned by the media 
group Bertelsmann, said it 
would not join Kirch in 
appealing against the Cam- 
mission's decision "for now”, 
as it believed the case before 
the European Court of First 


Instance would be drawn out 
and time-consuming. The 
Commission said yesterday 
it was confident its decision 
would be upheld. 

Kirch and CLT-Ufa are 
also alleged by competition 
authorities regulators in 
Brussels and Germany to be' 
attempting to carry out parts 
or the original package 
blocked by the Commission. 

In a letter sent to both 
companies last week, the 
Commission warned that 
plans to increase their 
stakes in Premise, a pay-TV 
channel which was .to form 
the nucleus Of their digital 
joint venture, "could repre- 
sent a breach of the Commis- 
sion's. . . decision to block". 
Kirch and CLT-Ufa wish to 
increase their stakes in 
Premiere to 50 per cent each 
through the purchase of a 
bloc of shares held by Canal 
Plus of France. 

Currently, Kirch holds 25 
per cent and and CLT-Ufa 
holds 37.5 per cent cent 
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NEWS DIGEST . 

HAVEL PNEUMONIA FEAB S • 

Czech president has 
another operation 

TheCzach.praskfont.yactaYH . - 

tracheotomy yesterday amkf fearo that he ought be devel- 
oping poeumorfeelght days after sertau& abdomina] sur- 
gery. ■ : — - 

“We're looking at a ling i n flammat i on here. You Gould 
call ?t apotantial -prietxnonla, ’ Boris Stastny; a member of 
Mr Havel's medical team, sod at Prague's mflffary hospi- 
tal. A tracheotomy is a routine operation during which a 
-small artificial hole is.made in the throat to iacifitate 
breathing. • 

Tha president was in the hospital's intensive-care unit 
and doctors said he would be kept sedated until today. 
“The only problem . . . is that we have already canted.out a 
tracheotomy tor the fourth time In the same place, which 
is very scored by now* said professor Ernst Bodrier of 
the Innsbruck University Clinic, who performed the 90- 
mkiLits surgery. 

Mr Havel Sl.tonreriy.ach^vsmdrer, has been, hospi- 
talised five times since December 1996, when he had a 
third of bis lung and a tumour removed. According to 
experts,' he wiU need a minimum of;sbc weeks to recover 
fufly. He is scheduled to make art official visit to the United 
States.lp September. AP, Prague 

DUTCH CABINET 

Top jobs for women 

Ministers of the new Dutch coalition government were for- 
mally swam in yesterday- ending months of political wran- 
gling and speculation. The new government has two 
female deputy prime ministers - the first time In Dutch 
political history that women have.held the position. 

the coalition, wfsch includes' the Labour party of Wim 
Kok, the prime minister, the right-leaning Liberal party and 
the centrist Democrats 66 party, has governed for the last 
four years. 

Missing from the new team are some of the most visible 
ministers from tire last government, Including Hans van 
Mierib, the former foreign minister and Winnie Sdrgdrager, 
.former justice minister. AP, The Hague 


MALTESE . POLITIC S • 

Election on September 5 

Malta wtfl go to the polls on September 45, less than two 
years after Alfred Sant’s Labour party came to power with 
a majority of only one seat in parfiamenL 

Mr Sant’s government lost its parliamentary m^ority 
after its former leader, Dom M intoff, 82, twice voted with 
the opposition Nationalist party in parti ament Mr Mintoff, 
who was leader of the Labour party far 40 years, will not 
be allowed to run for Labour in September.. . 

One of the main election issues is the island's relation- 
ship. with the European Union. The opposition leader, 
Eddie Fenech Adarrt, said last weekend that his parly 
planned to revive Malta's application to Join the EU and 
would re-lntroduce value-added tax if elected. 

The Labour party believes full EU membership is not 
suitable for Malta snd was on the way to negotiating a 
free-trade zone before Mr Mlntoffs desertion triggered the 
election. Godfrey Grima, Valletta 


HUNGARIAN BANK 

New staff at Postabank 

Hungary’s banking regulator yesterday increased the per- 
sonnel running Postabank, one of the country’s biggest 
but most troubled baiks. 

Late last week, the regulator appointed Ferenc Horvath, 
a banker, to head Postabank after the suspension of its 
directors and management. Imre Tarafas, director of the 
State Capital Markets and Banking Commission, said 12 
staff were temporarily running the bank until a new board 
and management are appointed on August 7. 

Postabank registered losses of Ftl3bn ($60m) for last 
year on assets of R370bn. Founded in 1988 as a private 
bank, it has built up an empire which includes meefia, real 
estate and retail interests. Indirectly, it is over 75 per cent 
state-owned after capital injections by the state of over 
Ft40bn in the past two years, (tester Eddy, Budapest 


RUSSIAN COMPOSER _ 

Alfred Schnittke dies 

Alfred Schnittke (left), one 
of Russia’s greatest post- 
war composers, whose 
work ranged from film 
scores to opera, has died 
in Germany aged 63! the 
Moscow branch of the 
composers' union said 
yesterday. A spokes- 
woman said Schnittke had 
died in Hamburg of a 
stroke after a tong illness. 
She said his remains 
would be brought back to 
Moscow and would be 
buried at the Novodevichy 
■ Monastery, final resting 
place of many famous 
Russians inducting the 
composer Dmitri Shostakovich and the writer Anton Chek- 
hov. A graduate of the Moscow Conservatory, Schnittke 
went on to compose eight symphonies, four violin concer- 
tos, two cello concertos, ballet scores and choral works. 
His work was noted for its often abstract quality, but he 
also won wider fame as the composer of scores for more 

than 60 films. 

He was bom near the Volga river in an area populated 
by people of German descent like his mother. His Jewish 
father was bom in Frankfurt. Reuters, Moscow 


TURKISH SHOOTING 

Officer denies murder plot 

A forme - Turkish army officer who is standing trial for arr- 
anging the shooting of Turkey's leading human rights cam- 
paigner denied yesterday that he had intended to commit 
murder. 

“I did not intend to murder Akin BfodaJ ; . . If ( did, you ' 
can bet l would bash his head against tire wall within 24 
hows,” the Anatolian news agency quoted the alleged 
ringleader, Cengtz Ersever, as teffing foe court In Ankara. 

Mr Ersever is accused of ordering the attack on Mr Bir- 
dal. tire chairman of Turkey’s Human Rights Association, 
who was seriously Injured when two gunmen walked Into 
his Ankara office in May and shot trim six times before 


' Mr Bkdal was sentenced to one year in jaii last week for 
'provoking hatred hi a speech he made calling for a peace- 
fri'end to the Kurdi^i'conftict 'Reuters, Ankara ' 
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Encouraging start Un ^ er 


EUROP E AN C ENTRAL BANK: UP AND RUNNING 

: AN INTERNATIONAL CURRENCY STRONG EURO COULD CAUSE TROUBLE FOR ASIA AND THE US 


but problems loom from 


scrutiny 
from a 


By Wolfgang ISacbai 

hfranic&rt 


mtet, oheerved that 
break down under a fh^ngo 
of. economic regime. Ofsnr 


The European Central Bank Isefag. chief 

ia^ow two maths (M and £CB. bcJteves this cotdd 


S “J iT to ■“ ^ *£££ 

y.^. ctf monetary union. 


J . — — — w uiwuaary union. 

bar states in the angle cur- Most important, thenewsta- 
re “* f ?T *jgjby Rve tistfcs have no history and 


months. Tha first contours will be difficult to tatee. 

the fijg. ■ The quality at the stags- 


^^sood “"s is that the tics could affect the eredlbfl- 
!“ its prepa- ity of the EtS. Many leading 


raiory mark. So far, it has academics rff * ™™ * ? nxonetar 
^aa two mjpcrtant pdicy ism as voodoo, but top <ffi. 


- « -J nMuiu, uui 

decisloiK. It has set a system dais in the ECB hiww nn to 
of minim p m reserves for the. notion that today's 


commercial . banks and growth in money 
defused a dispute about tomorrows inn«t<wq This 


access to the Target pay- strategy idles on h jgb- qual- 
mmxt system, through which ity monetary «fa»e«Hfc cpr 


money Sows from one bank officials also believe th at 


to another. 


money data are a useful 


Many other important communications device, 
decisions still have to be Once the money supply 


taken. The most important is overshoots a given target, 
the choice of monetary strat- the public and financial 


egy, which is due in Septem- markets will expect inf- 
ber. The alternatives are 


German-style monetary tar- - . 

geting - where the central The first Signs Of 

bank controls the money 

supply - and UK-style infia- price pressures in 

tkra targeting - where It 

forecasts the future rale of the eiiTO-ZOne’S 

inflation and set interest 

rates accordingly. Indica- periphery have 

turns are that the ECB win 

choose the German system already appeared 

with some Inflation target- ... 

ing mixed In. 

But despite the enconrag- erest rates to mam up. - 
ing start, the ECB faces *Hris leads to the third an 


periphery have 


This iftatfy to the third and 


some problems. The first is mm of the hfggwg* prddems. 
the economic outlook. The Unreliable <farfy wmh that 


European economy is at a the ECB will, have a lot of 
point at which central banks explaining to do. How will it 


have always had great dim - do it? 

cully in making the correct Wim Puisenberg, presi- 


calL Economic growth has dent of the ECB, rejected 
been picking' up strongly and rang to publish the mtmTfag 


the first signs of price pres- of the monthly meetings of 
sures in the euro-zone's the governing council. He 


periphery have already said this would subject 
appeared. Monetary growth national central hank presi- 


has recently shot up, and dents to intolerable pressure 
this has made some central from their own govern- 


bankers nervous. 


marts. It would prevent the 


ECB insiders are also ECB from achieving its most 
becoming less complacent important -psychological 


about Asia. The Asia crisis challenge: the change from 
could result in the opposite 11 national economies to the 


problem from inflation - euro-zone as the relevant 
imported deflation - a dis- perimeter for monetary per- 


turbing prospect given the icy. . . 

euro-zone’s tnflpyjhle labour So, bow will the ECB corn- 


markets. Some of the 11 municate? Mr Dnisenberg 
member governments . of the will appear in front of the 


euro-zone' also -nv longer European Parliament . Tegu- 
appear keen to riin :mal j^etBGB wffl^aah- 

cal poKcias, which could lead fish many reports. Bid this 


to tension with : monetary may not suffice. 


policy. 


The Bundesbank- and the 


The second problem is the Bank of Trance frraght a bat- 
quality of statistics. Robert tie to ensure that monetary 


avajhdd^is their own lan- 
guages, and sot just in 
Kngfiflh. the. RGB's inte r na l 
language. The European 
.Monetary Institute/ the 
ECB’s preeuxsor, at nnr ! time: 
caused dishelitf whan it 
suggested that news deci- 
sions would be mads avail- 
able only in Bn gK«h vud be 

distributed only to AnglOr 

phone news agendas. One 
Oimu central banker said: 
“How can yon. pretend to 
CQuumndcate to the - Euro- 
pean pubHc if you reftase to 
speak their language." 

While Bn g ti« h is the lan- 
guage of international 
finance, it is the mother 
tongue erf tarty one of title U 
member states - Zrdand - 
whose papulation of a^m Jb 
just ova: 1 per cent of the 
euro-zone’s total population 
of almost 300m. w« g H« h is a 
uaefal language erf comrorml- 
cation for central bankers, 
but it is next to useless as a 

language at wym^rnWHnn 

of the enrozone as a whole. 

This is where the national 
central banks come im as 
interpreters - and transla- 
tors - of BCBmews releases, 
reports, speeches and docu- 
ments. This means that ECB 
policies could be evptoftMd 
with different nuances in dif- 
ferent countries. This would 
impede efforts to achieve 
transparency. 

Language was also part of 
the controversy about Mr 
Dufeenberg's appointment in 
May. French opposition to 
Mr Dnisenberg was derived 
from fear that the ECB 
would be an fcwHtnHim dom- 
inated by German economics 
and an Anglo-Saxon finan- 
cial culture. The French stfQ 
have not fully come to terms 
with this new Institution- 
Even the Germans, who are 
the hosts to the ECB’s head- 
quarters, are not entirely 
sure about this new- central 
bank that was ' supposed to 
be a cbme of the Bundes- 
bank but feels far more 
remote. 

With less than five "v-mthg 
to go untfl the start erf Emu, 
the ECB has yet to Mart 
communicatin g to the Euro- 
pean public in a language it 
understands and in a depth 
it 4s used to from nati on al 
pwifra i )pijy|te is.Qot dear ■ 
that it tmxW3L?hi6 ahrae 1 
will ensme jhattbe national 
banks win femafn critical to 
the success of Emu. 


Lucas, a famons US .ecpmv • policy decisions are made 

THE FUTURE HOW THE BANK WiLL WORK- 


SseEtitoW 


Complex relations 
make rows certain 


What happens to the 
national central banks in 
the enrozone next year? 
The 11 national central 
banks will remain in place: 
The Frankfort-based Euro- 
pean Central Bank will take 
the big monetary policy deci- 
sions, but the national cen- 
tral banks implement them 
in their own countries. For 
examp le, the money market 
operations and foreign 
exchange market interven- 
tions will be done at 
watipniri level- The national 
Central banks. also have 
many more employees - 
about 60,000 convened to the 
ECB’s staff of just 475. One 
further little oddity: Luxem- 
bourg, which did not have a 
national central bank before, 
had to create its own central 
hank before entering Euro- 
pean Monetary Union. 


decisions. such aa. changes in 
interest rates or exchange 
rate policy. 

Finally, there is the 
extended govern ing council, 
which also includes the cen- 
tral bank governors from the 
European Union countries 
that do not yet participate in 
Emu - the UK, Sweden, Den- 
mark and Greece. This board 

has no policy function and It 
meets only rarely. 


B i MB B rates. Tht mate dif- 
ference from the German 
system is that the ECB has 
no discount mechanism - an 
fixed allocation of cheap 
pvn n«y available to eligible 
banks and savings institu- 
tions. 


Is the ECB Just a done of 

the Bundesbank? 

Yes and ho/. T^e ECB 
appears to have decided to 
copy the mort ^important 
monetary policy, tools of the 
Bundesbank. The main dif- 
ference is its working lan- 
guage which is English. 


What does BSCB mean? 
ft 'stands .for European Sys- 
tem of Central Banka, and is 

a network made up the ECB 
and the U national central 
hanks in the eurevzone. It is 
a. complex relat ionship - The 
ECB is more powerful, yet 
the nfl ti nria 1 central banks 
are also the shareholders in 
the ECB. Rows over who 
does what are virtually guar- 
anteed. 


Monetary 
Targeting is likely 
to emerge as the 
core pillar of the 
future strategy 


Will tiie ECB also adopt the 
Bundesbank’s policy of mon- 
etary targeting? 

Yes, probably. This wfil be 
decided - formally next 
month, but it looks as 
though the ECB is set to 
adopt- German-style mone- 
tary targeting - the target, 
ing of some measure of how 
much money is . in the econ- 
omy. 

A minor modification 
might be the explicit addi- 
tion of an inflation target - a 
strategy, similar to the cue 
used by the Bank of England 
in London. But Mr Dnisen- 
berg has already said the 
ECB will not publish any 
forecasts. This suggests that 
monetary targeting will 
emerge as the care pillar of 
the future strategy. . 


Who decides what fid this 
new structure? -- - . 

Tie ECB has three hoards. 
The first is the fifecutive 
board* consisting of Wim 
Duisenberg, the:- presi d en t , 
and five other directors. 
They are In charge trf the 
day-to-day naming of the 
ECB. . - • 

The second-tier boare is 

the most important: it is- the 
governing co uncil * It con- 
sists of the six executive 
board members and the U 
governors of the participat- 
.ing "«Hnnal central banks. 
This governing council cur 
rantiy meets once a mnDtiL 
and it still take aU 

important monetary policy. 


The ECB : has . . already 
flgrjriAfl to copy the Bundes- 
bank's pofrcyrto ol of a m ini- 
TTimn reserve requirement - 
money which commercial 
hanks dspostt at:tbe central 
bank. The regime is more 

generous than in Germany 
- because : the. . minim um 
reserves w£Q payfoterest , 
The Interest rate structure 
wDL be abnSar to Gensany’s. 
There will- be three types of 
interest rata. At the bottom 
end of the spectrum will be a 
deposit rate, at which banks 
can deposit surplus money 
at tire end Of the day. At the 
top end wiB be the marginal 
londiwy - rate, an emergency 
rate at which banks ran bor- 
row overnight. The most 
Important rate' wQl be the 
securities repurchase rate, a 
dwrtjpfia intgest rate set 
somewhere between the two 


What happens to notes and 
coins? 

The ECB is formally in 

charge of the banknotes, but 

not. the coins. The small 
change is left to the national 
governments and the Euro* 
pean Commission: The ECB 
. is currently in the testing 
phase, involving both print 
quality and security -fea- 
tures. Printing of the euro 
banknotes win start at the 
end of this year for distribu- 
tion in 2002. . 

A- complicating factor is 
that EU countries agreed to 
print the new banknotes in 
their national printing 
works: This moans the euro 
win be printed in nine differ- 
ent countries - all except 
Luxembourg and- Portugal, 
which used to contract out 
them erwn banknote printing. 


Wolfgang Murtcfiau 



Kay HZ 

j»ita 


world 


•ftlBfcrl 


'IHafaH 


iaoDoraamteorteas . 
te{ BHB| 

iDrMMoMww ' .totMUZ 


aniaiw aprii in ft>a> Jwti mn 

ur u is u m U tr %Jn 

•a iu tu na tu iu us ni 


I 


By vwd 


Real fatal 

tapon 




«U I u ax TIM 
ai Cl U NM 
U M U W 


The 17 members of the 
Govandng. Council, of the 
European Central Bank have 
a huge task ahead of than. 
They must manage an econ- 
omy nearly the sire of the 
US. at a time of massive 
stru c tura l dam undo* the 
intense scrutiny of a scepti- 
cal world. 

They may be soothed by 
the fact that because the 
mnMCDne Is a relatively 
closed economy they win not 
have to worry too' much 
about exchange rate move- 
ments. But If, as some think, 
the euro rapidly turns Into a 
currency whicb is widely 
used internationally, its 
Impact on the world’s finan- 
cial system could be too 
heavy to Ignore. 

The sheer size of the euro- 
zone should ensure that the 
euro does become an inter- 
national currency. The ll 
countries participating -win 
make up the world’s second- 
largest economy; and if the 
remaining four members of 
the EU join, the euro area 
will even overtake the US in 
terms of gross domestic 
product. Central banks, 
countries with trading links 
with Europe, and investors 
may all be tempted to use 
the euro as an alternative to 
the dollar. 

Historically, shifts In inter- 
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national currencies have 
usually taken many years. 
But tire greater sophistica- 
tion of financial markets 
could speed the process up 
considerably. If tbe euro 
were to attain international 


bringing substantial >w««4| h 
to both companies and gov- 
ernments rahdng mousy to 
the European markets. 

Second, the euro could 
strengthen sharply against 
other currencies . since the 


The EU finance ministers would have 
the power to step in to change 
exchange rate policy, but they are 
likely to be reluctant to do so 


status within a short period, 
there would be two main 
consequences. 

First, Europe’s capital 
markets would be trans- 
formed. Greater demand for 
assets denominated in euro 
would lower average interest 
rates on new issues, and the 
flood of liquidity would 
reduce transaction costs, 


supply of new euro assets 
would be very unlikely to 
keep up with 

This could cause problems. 
A strong euro may be desir- 
able, up to a point; but rapid 
apprec ia t io n could be desta- 
bilising, particularly for the 
vulnerable Asian economies. 

The dollar, the dominant 
global currency for over half 


a century, would also feel 
tbe effects of the intarnation- 
allsattou of the euro acutely. 
A switch from doDan into 
euro would not only depress 
tbe wrfi m p rate. It 
could also cause the US diffi- 
culties in financing Its per- 
ststent current account defi- 
cit which It has found assy 

mtfil DOW Ibanfcg to tbB QUt- 
live worldwide demand for 
dollar amts. The net result 
could be a largo rebalancing 
of trade flows, with the US 
deficit falling at the same 
time as the EU surplus 
shrinks. That would be eco- 
nomically logical, but poten- 
tially #e»WII«ln]f 
How will European 
exchange rate policy be man- 
aged? The ECB’s primary 
aim. as set out in the Maas- 
tricht treaty. Is mice stabil- 
ity. which takes strict prior- 
ity over all other objectives, 
including the exchange rate. 
It is for from clear bow for 


the ECB would be prep are d 
to use Interest rates In an 
attempt to control the 
exchange rate, even under 
extreme conditions. The EU 
finance ministers would 
have the power to step Into 
change exchange rate policy, 
but they are likely to be 
reluctant to do so. for fear of 
accusations of political total* 
fonmoo in ECB attain. 

The need to co-ordinate 
with the US over tha afl-tm- 
portant eurodollar exchange 
rata will also become press 
Ing. But without a political 
counterpart to tha ECS, It is 
unclear how such co-ordina- 
tion would be organised. 

The Introduction of tbe 
euro could cause significant 
changes not just to Europe, 
but to tbe whole of tha Inter 
national financial system. 
The ECB may have to take 
rather more notice of 
exchange rate poUcy than It 
would otherwise wish. 



Dreedner Meinwoil Benson is at Ihe heart 
of Europe's financial marksfs and the Euro 
is an ffrtBQfEd part of our tuture. Ws bring 
cberte the benett & a unique perspective 
button established strengths in both 
London arid Frankfurt, where we are onfy 
metres away from me new European 
Centre! Bank; shown above. Our cross- 
border skifls in corporate finance, in-depth 


Industry knowledge, powerful debt and 
equity distribution, privSeged 
understanding of intemaflonaJ capcal flows 
and strength of crwS rating wB enable 
efients to both idenfly and take advantage 
of new opporttrtttas resulting from EMU. 
for turther intomiaiton. contact 
Frankfurt on Tel: +49 60 263 4082 or 
London on Tel: +44 171 475 5141. 
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Confessional Clinton is likely 
to find history on his side 

The American public can be very forgiving, as Ronald Reagan 
found out in 1987 and a youthful Arkansas governor, helped by 
his wife, discovered five years later. Gerard Baker reports 


I n January 1992, as his pres- 
idential campaign was 
gfnferrfg r in a sea of sala- 
cious al legations. Bill Clin- 
ton gambled all on a prime- 
time national television 
appearance. 

With his wife Hillary hold- 
ing his hand and looking 
directly into his moist eyes, 
Mr Clinton acknowledged he 
had “caused pain” in his 
marriage, and in effect, 
asked the American people 
for forgiveness. The rest is 
history. The yoathtnl Arkan- 
sas governor went on to an 
unexpectedly good perfor- 
mance in the New Hamp- 
shire primary election the 
next month and was elected 
president in November. 

Six and a half years later, 
again besieged by questions 
about his sex life, Mr Clinton 
Is being urged to repeat the 
mea culpa. With two weeks 
to the most important inter- 
view of his political career - 
an appearance, by closed-cir- 
cuit television, before the 
grand jury Investigating his 
alleged role in the Monica 
Lewinsky affair - even his 
Republican opponents say a 
confession now would proba- 
bly be enough. 

“If he does that, and does 
it in a way that really makes 
sense to the American 
people, and there aren't any 
other additional factors. . . 1 
think the American people 
might be willing to allow 
him to stay on as president," 
said Orrin Hatch, Republi- 
can fh airman of fha Senate 


judiciary committee. 

The thinking behind the 
calls for a confessional 
approach is as follows: Mr 
Clinton’s agreement to tes- 
tify before the grand jury 
anhanwifi his ]p g»i and politi- 
cal jeopardy. So far, he has 
said publicly and in a sworn 
deposition in the Paula 
Jones sex harassment case 
that he did not have an 
aflair with Ms Lewinsky, a 
former White House worker. 

If polls are correct, the. US 
public does not believe him. 
But neither do they believe 
he should be impeached or 
forced to resign over what 
they see as a relatively triv- 
ial untruth in a dvfl case, 
even if it was perjury. Con- 
gress members have Indi- 
cated that, for that offence 
alone, they are not inclined 
to vote to remove him. 

But the grand jury testi- 
mony is different Even the 
president’s supporters 
acknowledge that tf Mr Clin- 
ton was lying in the civil 
deposition and now repeats 
that lie before the grand 
jury, and if it can be shown 
he is lying, he will probably 
not survive. 

This is principally because 
perjury before a criminal 
court of law is a more seri- 
ous offence, but also because 
politically it may lead voters 
to conclude he simply can- 
not be trusted to tell the 
truth, even when given a 
clear opportunity to do so. 

If Kenneth Starr, the inde- 
pendent prosecutor, does 


have physical evidence - 
from Ms Lewinsky's dress or 
elsewhere - that there was a 
relationship. Mr Clinton's lie 
will not be easily explained 
away, even by a forgivtflg 
public. 

Instead, the argument 
goes, having given his grand 
jury testimony on August 17, 
Mr Clinton should then 
appear on television the 
same night and apologise for 
having lied in the earlier 
case. He should admit to the 
affair, say it was a grave 
wrong, but add he lied to 
protect his family from pain. 

Another historical prece- 
dent exists for this approach: 
In 1987. after countless 
investigations showed Presi- 
dent Ronald Reagan had 
misled the public when he 
said the US had not traded 
arms to Iran for US hos- 
tages. the president went on 
television and gave a convo- 
luted apology. His approval 
ratings recovered, and he 
was able to serve out his 
presidency, damaged, but 
not irreparably. 

An opinion poll published 
yesterday in 'Hine magazine 
indicated 69 per cent of 
Americans would see a mea 
culpa speech by Mr Clinton 
as an opportunity to draw a 
line under the entire Lewin- 
sky matter. But there are 
several arguments against 
taking the confessional 
approach. 

First, it is still possible 
there was no affair with Ms 
Lewinsky, and that, there- 



Scandal few takes over America: Cfinton, Lansky lookaBce* to 
Washington hold copies of •B* Orton's Ute Stack Book 1 . wHch 
takes the reader on an bnagtaary journey iota the prasW e uCs 
personal fife AP 


fore, the president has not. 
committed perjury. Even if 
he did have an affair, but It 
cannot be proved, it is hard 
to see bow Mr Clinton’s 
denial could be gainsaid. 
Second, if he acknowledges a 
sexual relationship with Ms 
Lewinsky, it could revive the 
Paula Jones sex harassment 
case, dismissed in April. 

Third, even if he owns up 
to a lie about sex, it is still 
possible Mr Starr win accuse 
him or far more serious 
crimes when he eventually 
puts his report to Congress. 
The independent prosecutor 
seems keen to prove a pat- 
tern of obstruction of justice 
- not only in the Lewinsky 
affair , but in all the alleged 


crimes he has been investi- 
gating, from Whitewater, to 
the improper use of FBI files 
to the firing of the White 
House travel office. . 

A mea adpa by Mr CHnton 
might only not help hfap, but 
malca thing s wo rse. Efi& first 
public acknowle dge me n t he 
had lied would be seized on 
by his opponents who would 
say: if he lied once, why 
should he be believed in all 
the other cased? ■ 

White House officials were 
adamant yesterday Mr Clin- 
ton would not his 

denial, butwith two weeks 
to go before his moment of 
truth, it seems safe to 
assume all options are under 
consideration. 


White House to appeal over Lindsey ruling 


By Mark Sazmaa 

in Washington 

The White House announced 
yesterday that it planned to 
appeal against a court ruling 
that Bruce Lindsey, one of 
President Bill CBnton’s clos- 
est advisers, must testify 
about his knowledge of the 
Monica Lewinsky affair. 


The move seems likely to 
delay publication of a final 
report on the matter by Ken- 
neth Stair, the independent 
counsel. Prosecutors believe 
Mr Lindsey is a key witness 
Is their investigation into 
whether Mr Clinton sought 
to cover up evidence of 
a sexual relationship with 
Ms Lewinsky, a former 


White House worker. 

The administration has 
long argued that Mr Clin- 
ton's conversations with Mr 
Lindsey, who is deputy coun- 
sel for the White House, are 
protected by attorney-client 
privilege. 

However, both a federal 
judge and an appeals court 
have ruled that, because Mr 


Lindsey is a government 
employee and not the presi- 
dent’s personal attorney, be 
can be required to testify 
about his discussions with 
the president 

. Ms Lewinsky herself is 
due to go before the grand 
jury soon, while Mr Clinton 
has agreed to testify by vid- 
eo-link from the White 
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House on August 17. With 
Mr Starr having already won 
a series of court battles that 
forced other reluctant wit- 
nesses to testify, the Lindsey 
case is, the only outstanding 
legal dispute. 

With the Supreme Court 
out of session it is unlikely 
any decision will be made 
unto October, at the earliest 


Two US 

airmen 

charged 

over 

ski-lift 

deaths 


Two US marine airmen were 
yesterday indicted on man- 
slaughter and negligent 
homicide charges, exactly 
six months after their air- 
craft clipped a ski-lift cable 
in the Italian Alps, bxDtogj2& 
people, AP reports from 
Camp Lejeune,' North Caro- 
lina. 

Captain. Richard J. Ashby, 
the pilot of the EA-6B 
Prowler, 'and Captain Joseph 
P. Schweitzer, the navigator, 
did not enter ideas in this 
first step of their courfcwnar- 
tiaL They have until .the 
start of their trials to do- so. 
Capt Ashby’s trial ^tenta- 
tively scheduled for Decem- 
ber, and Capt Schweitzer’s 
for January. . 

The presiding military 
judge, U Col Robert E. Non- 
ley, said the next hearing 
would be on September 8. 
before defence lawyers and 
prosecutors embark an a^io- 
day trip to Italy, ff thp. Sal- 
lan government grants '.per- 
ndsskm.' • 

Yesterday’s hearing. Was 
the first since a marhi^ gen- 
eral recommended cohrts- 
martml for the two ttAjaxai, 
whose aircraft cut the cable 
while on a training mission 
in February. : - 

They have denied Hying 
reck le ss l y, and their lawyers' 

: said maps did not show the 
cable, strung 370 feet above 
the ground. But prosecutors 
said they were flying too fast 
and well below altitude lim- 
its when their aircraft hit 
the cable. 

The two face 20 counts of 
involuntary manslaughter 
and .20 c o u n ts of negligent 
homicide. They also are 
charged with damage to 
military and civilian prop- 
erty and dereliction of 
duty. 

The mm will be tried sepa- 
rately. ff convicted of all the 
charges against t h e m , they 
Could spend the rest of their 
lives In prison. 

Col Nunley yesterday said 
the government intended to 
call a' number of experts 
to testily at the courts- 
martial. 


Brazil’s 

fiscal 

deficit 

worsens 

By Gestf Dysr to SSoJteBlo . 

Brazil's fiscal deficit 
continued to deteriorate. In 
May despite the introduction 
by ilx gov e r nme nt of a hew 
. system _af reporting the fig- 
■ures, which showed ft head- 
fine improvement. 

The' ’ central' hank 
announced yesterday that 
the budget deficit lb the year 
to the mid of May was 632 
per emit of gross domestic 
product in the period: from 
January to April, the deficit 
bad been 6JS3 per emit of 
GDP, including state and 
nnmicfoal governments. 

Until recently the authori- 
ties had released the. deficit 
for the previous 12-month 
period, which from the year 
to the end of April reached 
6.72 per ■ cent of GDP. 
Although the authorities did 
not divulge yesterday the 
equivalent result for the 
year to the end of May, econ- 
omists estimated that the 
figure would have risen to 
about 7 per cent 

Excluding interest pay- 
ments. the government 
recorded a budget surplus of : 
08f per cent- In the year to 
i end of May, down from L32 
in Jau&aiy-ApriL Net public 
sector debt was R$334.Sbn i 
(USS289bn), 36B per cent of 
GDP. : -. 

Brazil’s growing fiscal defi- 
cit, which officials recognise 
is unsustainable in the 
piprihirfl ter m , presents the 
main threat to economic sta- 
bility and Is holding eco- 
nomic g r owt h back from the 
levels needed to reduce 
social inequalities. 

Marcelo .Carvalho,, econo- 
mist at J.P. Morgan in SBo 
Paulo, said the deficit was 
expected to rise to nearly 8 
per cent of GDP in the third 
quarter, before ending the 
year at about 7 per cent 

Economists said the fig- 
ures would get worse 
because of higher interest 
payments over the last year, 
increased spending .to the 
run-up to the election, and a 
slowdown in growth of tax 
revenues after a surge in the 
first quarter. : 


The US manufacturing 
sector contracted slightly to 
July, for the second consecu- 
tive month, a - closely 
watched monthly report 
released by the National 
Association of Purchasing 
Management showed yester- 


Mach of the slowdown was 
due to the eight-week strike 
at General Motors -the car- 
maker reached a deal with 
the United . Auto Workers 
union last week - but there 
ware other sighs that the US' 
economy is feeling the 
impact of the Asian eco- 
nomic crisis. _ 

Hew York-based Interna- 
tional Strategy & Investment 
dSI), an investment adviser, 
said the four-week moving 
average of its company sur- 
veys Index declined to 5 <X2 
last week, from 509 the pre- 
vious week. 

While dema n d in Asia con- 
tinued to deteriorate, there 
was some evidence to sug- 
gest Europe and Latin Amer- 
ica were also slowing, said 
Jason Trennert. ISI 
vice-president. “Dollar 
strength, intense price com- 
petition. layoffs and earn- 
ings weakness all argue for 
slower growth," he said. - 

Americans also sharply 
reduced their personal 
savings in June, the US 
Commerce Department said. 
Personal income rose 0.2 per 
cent in the . month, down 
from & 0.4 per cent boost In 
May. Personal savings 
reached $9.3bn in June, 
against $32.Sbn in May. 
Savings as a percentage of 
disposable personal income 
were OjS per cent in June (05 
per emit a month earlier). 

The purchasing managers’ 
surrey reported a decline in 
the production index of L5 
percentage points, as it fell 
from from 507 In June to 
492 in July. The new orders 
index rose 1.2 per cent 
between June and July, but 
the new export orders index 


for fomis probe 

Republican congressman *^ 
today aaak to press' ttw 
Canton admWsWtton to 
appoint a apodal prosecutor 
to investigate a B eg a d on a of 


activities by. tho ymna 
House, writes ftfcfwrri 
Wolffs in Was h ington. - 
Lot* Freeh, director of 
the FBI and Charted 
LaSate, who heeded a 
Justice Department 
taskforce into the 
allegations, ere expected to 
appear before a House 
committee to discuss their 
reported dashes with Janet 
Reno, attorney-general, over 
the issue of appointing a 
special prosecutor. 


declined by 3.4 per cent 

“The decline in export 
orders is potentially very 
important." said an analyst 
at HSBC Securities. "If the 
export orders Index foils to 
rebound to August, it wifi be 
hard to avoid the conclusion 
that the Asian crisis is biting 
even more deeply into export 
sales than we had assumed." 

Two bright spots showed 
up in economic news yester- 
day. Consumer spending, 
which supports two-thirds of 
the economy, rolled on In 
June, despite the smallest 
gain in personal Income 
since April 1997. 

Construction spending 
rebounded in the month, 
gaining 2.7 per cent, the larg- 
est increase since February 
1997. This followed n 1.9 per 
cent decline In May. 

“Because of the GM- 
related distortions, we will 
have to wait for next month, 
to get a clean read on 
whether the underlying pace 
of manufacturing activity is 
still moderating." said Mor- 
gan Stanley Dean Witter in 
its analysis of the purchas- 
ing managers’ index. 



FtefrHi Gonzfita (centra}, a Pan ouwwssman, heads for a bfo wta in A ouascaBsn tes 

Mixed poll result for 


By Henry Trick s to Me xico tty 

Mfricq 'f r uling Institutional 
Revolutionary- party (PRI) 
has held its grip on impover- 
ished southern Mexico in 
two state elections, but the 
opposition National Action 
party (Pan) puHsd off a rout 
in the nartto, 

Results yesterday for Sun- 
day’s elections for governor 
of three states, never lost by 
the PRI in . seven decades, 
showed bow fragile the par- 
ty’s control of the country is 
ahead of presidential -elec- 
tions in 2000. .. . 

In the tiny but prosperous 
state of - Aguascalientes, 
some 300 miles north-west (tf 
Mexico City, Felipe Gonz- 
dlez. a Pan businessman 
with no political experience, 
was heading for a 16-potot 
lead over his PRI rival who 
bad a lifetime In ..politics, 
according to preliminary 
results,.. 

The size of his victory, 
which aided a year-long los- 
ing streak in elections by 
Pan, was unexpected, espe- 
cially because of the eco- 
nomic success of the state 
under its PRI governor. Otto 
Granados, who has brought 
multinational companies - 
and ..hence 'jobs':- flooding 
into local industrial parks. 

Mr Granados was tainted, 
however, by his finks to the 
discredited former president. 
Cartas Salinas de Gortari. 

- In itie’ southern states of 


Veracruz and Oaxaca, the 
PRI used the traditional 
might of its electoral 
machinery to win by wide 
margins, but Its control of 
both states has been eroded 
In recent years and the PRI 
faced dwages of fraud iv the 
leftwing Party of the Demo- 
cratic Revolution (PRD) in 
Oaxaca. ' 

In Veracruz, a coastal 
state where the PRI had 
been tom by divisions, Mig- 
uel Aleman, a top former 

PRI is triumphant 
in state polls in 
soutti but heavily 
defeated in north 


executive of the Televisa 
media empire .and son of a 
respected former president, 
united the party to take a 
lead (tf some. 20 percentage 
points over his closest rival 
from Pan- 

Mr Alemfln, who is mar- 
ried to a former Miss Uni- 
verse from France, sur- 
rounded himself with film 
stars, including Mexican- 
Ameriean actor Anthony 
Quinn, to close a flam- 
boyant campaign in the 
country's third most pop- 
ulous state. 

In Oaxaca, the PRTs victo- 
rious candidate, Jose Murat, 


was confronted by a late 
surge in campaigning by the 
PRD and the party leader- 
ship contested early results. 
"We do not ratify an election 
plagued with irregularities, 
which was neither clean nor 
free," said Andris Manuel 
Ldpez Obrador, the party’s 
national leader, in Oaxaca. 

The PRTs results reflected 
the change in Mexico's polit- 
ical map as it gears up for 
the 2000 elections. In the 
north, the party has a string 
of state elections since 1995. 
though in July it had a 
breakthrough when it recap- 
tured the northern, state of 
Chihuahua from the Pan. 

That victory was largely 
credited to its process of can- 
didate selection, in which it 
held a US-style primary vote 
to select a representative 
widely popular with the 
rack and file. In Sunday's 
-elections, all PRI 
were selected In backroom 
deals among party leaders 
and that backfired in Aguas- 
calientes. 

The results of Sunday’s 
race increased speculation 
about possible presidential 
candidates in 2000. Mr Ale- 
men, who denies be plans to 
run for the presidency, is 
nevertheless considered a 
strong potential contender 
given his victory in Vera- 
cruz. Pan’s main “pre-candi- 
date" is Vicente Pox, the 
Guanajuato state governor. 
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BALANCE SHEET AS OF 30 JUNE 1998 AND 1997 



Assets 


Cash and due from banks 


US$ (’000) USS ('000) 
5 873 007 5 882 535 


Government and trading securities \ 149 71 g 953 524 




7 789448 7087 599 


H"’ •* “•'• 

• x -* •' •• 


f 763 958 1 523 818 


Fixed assets, net 


" -• 


142 486 


108 950 


| Liabilities and Shareholders* Equity 

1998 

1997 


USS C00O) 

USS ( v 000) 

Customer deposits 

11 381 248 

10 571 772 

Bank deposits 

3 180 651 

3 004 504 

Other liabilities 

1 042 473 

953 143 

Total Liabilities 

15 604 372 

14 529 419 

Capital 

146 937 

84 897 

Statutory reserve 

79 532 

78 766 

Voluntary reserve 

196 285 

218 836 

General reserve . 

853 487 

738 626 

Reserves with associated companies 

Retained earnings 

343 378 

2 220 

310 944 

483 


Other assets 


452 882; 359 591 Translation adjustments 


(63 712) 


(45 854) 


Ik * 




k to* N«** r > 






Customers ’ liabilrty on guarantees, letters 
of credit and other contingencies 


17 162 499 

15 916 117 f Total liabilities and shareholders' equity 

17 162 499 

15 916 117 


Guarantees, letters of credit 



5 749 088 

5 203 701 and other contingencies 

5 749 088 

5 203 701 

22 91 1 5S7 

21 119 818 | Total 

22 911 587 

21 119818 
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RECESSION WOES ‘WORST IS YET TO COME' SUMMIT FAILURE PEACE TALKS BE T N OWHERE AS INDIA AMD PAKISTAN SWAP CHARGES AFTER HEAVIEST 

HK braced Ka shmir artillery duel leaves 

AVY117 By Amy Latrtse KazmiD in both Indian- and Pakistan- Pakistani officials said the national coacem that the oaly^wffiingto 

}IS • Bill II 1 1 V '■ Mew DeH and held territory had died. latest conflict was the res* region co«W be «_nuclear a* MbfoMfly 

•♦kJ w wVf** Vr*** T FStan Bokbari in Islandiad Hie latest flare-up follows of Indian bombing an the flashpoint in order to ocsb tmb.otoc 

•/ the failure of Atal Bebari Pakistani side of Kashmir, enco u rage third-party metfla- SqWW. Il 

1 • "■ A / India and Pakistan are Vajpayee. India's prime min- They claimed the bombing tion. noted Bharat Kamad, - b la i naa P a feint 

W X " /rv blaming each other for an ister. and Nawaz Sharif, his was aimed at derailing inter- professor of national seen- Kashmiri M« 
^ III III IV ^ ^ w /II artillery duel that has killed Pakistani counterpart, to national pressure on both . rity studies at the Nam Del- massacre of r 
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By Lotrfse Lucas in Hoag Kosg 

The speed and severity of 
the recession in Hong Kong 
were underlined yesterday 
with the release of the 
government’s first official 
economic data showing a 
worse-than-expected first 
quarter contraction of 2.8 per 
cent and a warning that 
worse was likely to come. 

In May. the government 
forecast a year-on-year 
de cline of just 2 per cent in 
GDP for the first three 
months of the year, ft has 
attributed the discrepancy to 
declines in local consumer 
and tourist spending, which 
were steeper than expected. 

Donald Tseng, finan cial 
secretary, said the second 
quarter would be "pretty 
miserable” by Hong Kong 
standards, while Tang 
Kwong-yiu, the government 
economist, warned it would 
probably be "somewhat 
worse than the first 
quarter”. 

An entire generation in 
Hong Kong has grown up 
through economic good 
times, with GDP growing by 
around 5 per cent a year. 
The downturn has triggered 
a flurry of appeals to the 
government to ease personal 
troubles, from taxi drivers to 
home owners who have 
watched their assets plunge 
in value. 

The government continues 
to attribute Hong Kong's 
economic woes to the 
regional turmoil, which was 
unleashed after the Thai 
baht was devalued on July 2 
last year. 

“As an integral part of the 
regional economy, our 
economy cannot be tmmnne 
from the profound shocks 
emanating elsewhere in 
tiie region which are beyond 
our control.” Mr Tang 
said. 

Hong Kong has held 
tenaciously to its currency 
link, which pegs the Hong 
Kong dollar to the US dollar, 
throughout the round of 
Asian devaluations. 

Instead , the pain has been 
taken through asset 
deflation - a halving of the 
stock market and 40 per cent 
drop in property prices from 


Inflation rate in 
Thailand slows 

Inflation in Thailand has 
begun to slow down far the 
first time since the country's 
economic crisis exploded 
one year ago, the commerce 
ministry said yesterday, Ted 
Bardacke reports from 
Bangkok. 

Consumer prices rose 10 
per cent year-on-year during 
the month of July, down 
from June’s figure of 10.7 
per cent Wholesale prices 
continued to skyrocket, 
increasing 19-5 per cent 
year-on-year, though the 
increase compares with a 
20.7 pa- cent rise in June. 

The ministry attributed the 
slowing inflation rate to 
declining price rises for food 
and drinks, which make up 
about one-third of the 
consumer price Index. 


announced the immediate 
closure of 23 stores and 
the dismissal of 86 
staff. 

Private sector economists 
say Hong Kong’s problems 
are exacerbated by internal 
factors, including asset price 
bubbles. “The Hang Seng 
Index dominates private 
consumption. The property 
price index dominates 
private investment - dearly, 
the financial bubble is 
there," said Shawn Xu, 
economist at Merrill 
Lynch. 

Mr Xu is revising down his 
full year forecast of a 32 per 
cent contraction in GDP 
following yesterday's 
numbers; most economists 
now reckon GDP will shrink 
by 3 per cent or more this 
year. 

While domestic problems 
will contribute to this, 
analysts also point to 
growing signs of concern 
across the border. 

With China exports 
expected to slow, Hong 
Kong's vibrant re-export 
trade will suffer, along with 
ancillary services such as 
cargo handling and trade 
finance. 

As the Japanese yen 


By Amy Louise Kazmin 
in Hew DeH and 
Fatal Bokbari In istasabad 

India and Pakistan are 
blaming each other for an 
artillery duel that has killed 
an estimated 90 people in the 
disputed province of Kash- 
mir amid a diplomatic dead- 
lock over how to proceed 
with stalled peace talks. 

Indian and Pakistani sol- 
diers have engaged in heavy 
shelling since Friday across 
the line of control in Kash- 
mir, which is claimed by 
both countries. The Associ- 
ated Press reported at least 
90 people, mostly civilians. 


in both Indian- and Pakistan- 
held territory bad died. 

The latest flare-up follows 
the failure of Atal Bebari 
Vajpayee. India's prime min- 
ister, and Kawaz Sharif, his 
Pakistani counterpart, to 
come to any understanding 
an how to proceed with the 
peace talks. The two met for 
the first tiiTte since India and 
Pakistan both conducted 
nuclear tests in May. Mr 
Sharif described the outcome 
of the meeting with Mr 
Vajpayee as "zero", white 
Indian officials accused 
Islamabad of an "obsessive” 
and "neurotic” focus on 
Kashmir. 


Pakistani toftrfals said the 
latest conflict was the result 
of Indian bombing on the 
Pakistani side of Kashmir. 
They claimed the bombing 
was aimed at derailing inter- 
national pressure on both . 
countries to settle their dis- 
pute over the division of 
Kashmir, a Moslem majority 
state. 

Meanwhile. Indian ana- 
lysts speculated this week- 
end's shelling in the region 
was started by Pakistan ha a 
bid to keep v«dwwir in the 
international spotHgfaL 

Islamabad wanted to keep 
Indo-Pakstan “at a 

simmer” and play oo inter- 


national concern that the 
region could be a nuclear 
flashpoint in order' to 
encourage third-party nwfla- 
tioo. noted Bharat Kamad, 
professor of national secu- 
rity stndtes at the New Del- 
hi-based Center For Policy 
Research. . 

"You see bow deliberate • 
they have beat to gttodag 
the western feus of nadeeir 
war being around the cor-; 
ner.'he said. 

Islamabad has Insisted 
that only interna timzid medi- 
ation can solve the Kashmir 
pr oblem, and said that m nst 
be addressed before any 
other issue. New Delhi was 


only wffiing todisews Kash- 
mir bfiatenBy •« and in tan- 
dem with otbe- tests** 
Separately r In<Ban officials 
Warned PaktaUni-sttiSPCrted 
Kasfandri separatists for tb»- 
massacre of more than » 
villagers .to the todiaastato 
to Hfasachal Fradnh. . 

Mr Vajpstyiig tpH -the 
Indian 

day he had warwW\Mr 
Sharif that India Would 
respond wHfc "iffitoiAnff* 
to any attack antis bosthfo. 

Defence inc&A ireae? 
that esebange^fira was 
one of the most fatsos* & 
recent years, -- c - 
Gerald Segal an mp e gt in 


Asian, security el London’s 
International Institute or 
Strategic Studies said: ”1 
.find It tacrediW* that the 
two countries would have 
. foB scale war. But those or 
us who think that logic 
works in. south Asia are 
much more careftd after the 
[Indian and Pakistani] 
mtetear tests in May" 

- "Hare you haw not only 
two protagonists in conflict, 
but mart i m port an t ly , two 
suctetr armed ones without 
a command and control sys- 
manage tjstirnudear 
weapon*,’’ said Strom Seh- 
gxl, a leading Pakistan 
rteftnrti' aflhfra analyst. 


MILITARY UNDER PRESSU RE CHARGES OF KILLING OF STUDENTS. RAPE OF CH INESE WOMEN AND ARSON TO BE INVESTIGATE D 

Suharto’s son-in-law faces kidnap probe 


By Sander Thoeoes In Jakarta 

Indonesia's military bowed 
to public pressure yesterday 
and announced it would 
investigate the son-in-law of 
former president Suharto for 
the kidnapping of political 
activists over the past 
year. 

General Wiranto, the com- 
mander in chief, said an Offi- 
cers’ Honorary Council 
would investigate Lt Gen 
Prabowo Subianto, who is 
married to Mr Suharto’s sec- 
ond daughter, along with Lt 
Gen Muhdi and Colonel 
Cbairawan and seven more 
junior officers in Kopassus, 
the special farces headed by 
Mr Prabowo until March. 

Mr Wiranto also said the 
military would co-operate 
with a public investigation 
into a series of killings, riots 
and rapes in May which 
forced Mr Suharto to resign. 

Hie announcement of the 
investigations raised expec- 
tations of more revelations 
to come about who organ- 
ised the atrocities which 
shook public faith in the mil- 
itary and ca used thousands 
of ethnic Chinese, who domi- 
nate the economy and were 
targeted in the riot, to flee 
the country. 

The inclusion of Mr Pra- 
bowo in the military investi- 
gation marks the army's 
first acknowledgement that 
some of its top brass has 
been involved In severe 
human rights abuses under 
Mr Suharto’s rule. 

Earlier Mr Wiranto had 
said low-level officers had 
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Gen Wiranto (right) tails a Jakarta news conference yesterday that a raWary investigation Into kidnapping of poWcal activists would summon txtian Prabowo fog} feu Ms 



"breached procedure” in kid- 
napping activists and shoot- 
ing four students In May. an 
incident that sparked riots 
and brought down Mr 
Suharto. 

There are a growing num- 
ber of witness reports that 
organised military or para- 
military groups shot four 
students, incited riots across 
Jakarta and other cities, 
raped more than 100 women 
of e thni c Chinese descent 
and set fire to shopping 
mail*; that were being plun- 
dered, causing more than 
1,000 deaths. 

"Wiranto is not eager to 
air the dirty linen in public." 


one militar y attache in Jak- 
arta said. “But there is 
so much pressure on him to 
shed light on the matter.” 

Man y Indonesians and dip- 
lomats long presumed that 
Mr Prabowo had co-ordi- 
nated the abductions of 
more than 20 activists in 
1937 and early 1998. as part 
of a government effort to 
intimidate opposition 
groups. Several were 
released shortly after diplo- 
mats pressed Mr Prabowo on 
the disappearances in Febru- 
ary. However, at least 12 are 
still mtesing -- 

Indonesian newspapers 
and magazines have also 


linked Mr Prabowo to the 
May incidents, so for with- 
out offering any proof. Gen 
Wiranto appeared to confirm 
public suspicion of Mr Pra- 
bowo by demoting, him 
shortly after Mr Suharto 
resigned and putting him 
in charge of a military 
college. 

Mr Prabowo said last 
month he was willing to take 
responsibility for any 
actions of his troops but, in 
an interview with the New 
York Review of. Books, 
insisted he bad been merely 
following Mr ’SuhartoV 
orders. 

“Prabowo will not give up 


without a fight," a European 
diplomat in Jakarta said. 
“He may start slinging mud. 
perhaps at Suharto, perhaps 
at Wiranto.'* 

Mud may also hU at the 
current government, which 
Includes one minister, Fdsal 
Tanfung. who was chief com- 
mander when the kidnap- 
pings occurred. - 

Tt is impossible that the 
chief commander did not 
know,” said Bambang Trian- 
toro, a retired general "By 
army rules, such intelligence 

was his junto." 

While some blame Mr Pra- 


bowo for organising the May 
unrest to undermine Gen 
Wiranto's position, other 
Indonesians and diplomats 
assume that Mr Suharto 
wanted to Quell protests 

and growing opposition to 

his rule by instigating 
m gtst mti than , calling in 
the troops to restore order 
and impose emergency rule. 

."It would he very surpris- 
ing if it tuned out Prabowo 
waged his owtr war,” the 
military attach^ said. “I 
think he is too smart for 


eo^naand 

Suharto.” 


the peak last summer - and continues to weaken, some 
through higher interest analysts are revisiting the 
rates. possibility of a devaluation 

This has resulted in rising in the Chinese renminbi - a 
unemployment, now at a 15 step that has been 
year high of 4J> per cent and repeatedly denied by China’s 
depressed consumption. top officials - and 

China demands 

By Janes Harding far Shanghai nese population during the 

The once buoyant retail subsequent removal of the 
sector, for example, is now peg in Hong Kong, 
struggling: the latest Hong Kong officials have 
casualty is Theme likewise insisted that 
International, a fashion they will not remove the 
chain, which yesterday peg. 

China yesterday called on "Indonesian authorities 
Indonesia to punish those should face the focts sol- 
people responsible for emnly, take strong steps to 
racially motivated attacks punitoi the lawless and pro- 
em the country’s ethnic Chi- tect the personal safety and 



IMTFRMATIONAL FROM 0 MIC INDICATORS: PRODUCTIO 
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Indonesia act on riot racism 
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property of the ethnic Chi- 
nese.” the People’s Daily 
said yesterday. 

The demand follows simi- 
lar protests from Hong Kong 
and Taiwan but marks a 
departure for Bering, which 
has made little public com- 
ment about the atrocities 
and makes a point of reject- 
ing interference in China's 
internal affairs. 

The publication of the 
commentary on the front 
page of what is regarded as 
the mouthpiece of China’s 
Communist Party stows the 
discontent in official circles 
and among the Chinese pub- 


lic at what is felt to have 
been persecution of ethnic 
Chinese people that has gone 
unpunished. 

"In May of this year, thou- 
sands of shops owned by 
Chinese Indonesians were 
ransacked and many Chi- 
nese women were reported 
to have been savagely raped 
in the riots," the newspaper 
wrote. "These criminal acts 
have sparked grave concern 
and strong indignation 
among the people in China 
and the overseas Chinese 
societies.” 

Human rights groups In 
Indonesia say the ethnic Chi- 


nese population bore the' 
brunt of attacks in which 
about 1,200 people were 
killed and more than 250 
women were raped. 

Only after ethnic Chinese 
communities around the 
world had expressed their 
serious concern did China’s 
foreign ministry make a 
statement in mid-July cas- 
ing on Jakarta to investigate 
the atrocities. 

China has been reluctant 
to criticise Indonesia’s -han- 
dling of the persecution of 
ethnic Chinese, western dip- 
lomats say. partly because it 
would smack of hypocrisy,' 


given Beijing’s insistence 
that foreign countries have 
no right to discuss Its han- 
dling of domestic distur- 
bances. There has also been 
concern that perceived links 
between m a in land . China 
and ethnic ' Chinese cost 
many of the latter their lives 
during anti-communist 
purges In the 1960s. 

"Some people in I ndonesia 
lave been playing down the 
gravity of these incidents 
and even denied their occur- 
rence^* said the People's 
Daily; "This is an important 
reason why simitar incidents 
are still happening today.” 
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Pakistan’s troubled banks emerging at 
the hub of demands for faster reform 
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Donors still need to 
believe the country 
is committed to 
change, writes . 

Farhan Bokhan 

P akistan’s troubled banks 
are set to emerge at the 
centre of calls for faster 
reform, as the country pre- 
pares to negotiate a new res- 
cue package with the Inter- 
national Monetary Fund to 
stave off an imminent for- 
eign debt crisis. . 

Bankers in Karachi say 
that the arrest of the first 
handful of big bank loan 
defaulters in the past fort- 
night, though welcome, does 
not go for enough to clean 
up public sector banks deep 
in the red. 

At stake is the future of 
almost PRsl57bn ($3jbn> 
owed to public sector hanks 
and government-owned 
development institutions - 
never paid back by the bor- 
rowers. 

Many of the borr ow e rs 
were lent the money as 
patronage under successive 
Pakistani ' governments. 
They chose never to repay -, 
their loans, knowing that 
they would never be prose- 
cuted. Such defaults have 
increasingly became part of. 
the domestic business envi- 
ronment. leading many crit- 
ics to suggest they are sear 


as pndemiff in domestic cul- 
tural norms. 

Aside from diplomatic 
progress on nuclear non-pro- 
liferation in south Asia fol- 
lowing Pakistan’s first 
nuclear tests in May. the 
country's success in per- 
suading western donors to 
remove, economic sanctions 
will depend 'on its serious 
c ntmiTi >Ti u»nL to reform. 

“A clear message has to he 
sent The defaulters have to 
be takerr to task,” said 
Muhammad VAursng2eb, 
country head ofABN-Amro, 
the Dutch bank. . 

For Nawaz Sharif, the 
prime minister, it is also a 
key credibility test. He has 
to demonstrate his . willing: : 
ness finally to get tough 
with sane af the country's 
wealthiest 61Ite. However, 
bis words ait. the outset of 
the campaign, promising ' 
tough, action, have left many 
unconvinced. .. 

Since the issue was first 
made public five years ago: 
by Moeen Qureshi, the then 
reformist prime minister, 
successive governments 
have repeatedly spoken of , a 
clampdown but . subse- 
quently have seemed to balk 
to the idea of ordering large- 
scale arrests. 

"Building confidence 
means that you go after juto 
a few of the top ones,* says • 
the president ot a hawk is 


Karachi. He was; referring to 
the central bsnk’a latest fig- 
ures =' which suggest that: 
mare than:70 per cent to the 
money, orFRslllbn <*22hn>, 
is owed by just 389 borrow- 
ers. - •.*. ... . 

However, g ovum m anttoB- 
cials say ; that mafry may 
have already left tire, coun- 
try, for seftfmposed exile in 
Europe, North America and 
parts of Asia. “Some may be 
basking on sunny beaches 
somewhere as we prepare to 
go after them here,” the 
bank president adds. 

But other executives argue 
that Pakistan most press Its 
bank reforms In tandem 
with a adder refo r m apwufr*. 
looking at ways to revive 
investor confidence and 
encouraging more savings - 

S ome analysts point to' 
the domestic savings 
level, whichasaL percen- 
tange of gross national prod- 
uct has bees stagnant for 
years, as one indication to 
the lack to public confidence 
in the banking system. 

They refer to the banking 
scandal of the early 1990s 
which led to dozens of 
smaller co-operative banks 
in rural areas shutting down 
after a run by depositors. 

During subsequent investi- 
gations, government nrarinfo 
found that many, compere-, 
fives bad little or virtually 


no liquid cash for refunds. 
.-Many depositare are stiff 
waiting to get their money 
back. ■ 

There -are also concerns 
over recset auggasitans.from 

affic&db that the government 

tialT defaulters. 

-That draws a line between 
those who supposedly 
defaulted willingly; as 
-opposed to those pushed into 
defoult by dreumtoaxtoes. 

The differentiation sug- 
gests the wilful ones could 
be the target of immediate 
prosecutions, while those 
outside that category may 
get a still undefined breath- 
ing space. • 

The system Ts so corrupt 
. that you can't bare .such 
exceptions. There Is a dan- 
ger that they could to mis- 
used,” says BadrodtHp Khan, 
president to.the private Gulf 
commercial bank. “Banks 
should be allowed to confls- 
ebte properties in dealing 
with the problem.” . . 

Muhammad Yaqub. the 
central bank governor, said 
the government had given 
toff autonomy to' banks to go 
after defaulters. But he 
agreed that even when court 
.order*, known as decrees, 
were handed down, imple- 
mentation.’ was Blow. “The 
cultural impedimwit fs more 
than the lagal Impediment,’* 
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Illegal migrant; workers increasing by 6m a year 


& Robert Tajlor, 

Sn ptoyin eat BHor 

The aumber of illegal 
migrant workers in the 
worid is increasing by more 
tiian fim a year, earning 
organised crime an esti- 
mated $7bn a year.accortflng 

to a report* published by the 
Brussels-based .IoienmtiQnal 
ConfederaticEx of Free Trade 


Doions GCFTU) today. 

Ifc International latazr 
Organisation estimates fla: 
number, of illegal immi- 
grants is now- over 4flm- 
wc gjdai de. 

1CFTU. whidi represents^ 
12Sm workers in eouh- 
tries, estimates there axe 
more than 42m legal m Ugr a nf 
. workers, who with their fam- 
ilies, amount to moan than 


iWlw twi g rjnh fi 

them. as. “modem day 

stares’. 

Labour - migration. ! is 
■ “becoming more temporary 
and more female”, says the 
report. It dtes Sri Lanka, 
' from which _ more than 
500^000 women have emi- 
: grated to weak In fhe.VBddle 
East, and the PhOlppmes; 
which now. “exports 12 


women for eve ry ma n" 

Bin Jordan. KSTLF general 
secretary, said: ’The exploi- 
tation of mi gr ant labour is a 
d a Ben g e for solidarity aikl 
the trade union movement. 
Globalisation of the economy 
is fostering competition 
between. workers, and driv- 
ing down working conditions 
and wag es.” 

- The ICFTU report indi- 


cates the vast majority of 
migrant .workers are moving 
between countries in the 
southern half of the worid In 
Asia. Africa and the Arab 
worid and not into the indus- 
trialised countries. 

The' report dtes the grow- 
ing importance of economic 
emigration in Sri Lanka and 
Bangjfadflsh and says emigra- 
tion firan Cuba “may help 


defuse a tense soda! situa- 
tion created by unemploy- 
ment and the lack of future 
Job prospects". 

Migrant workers might 
find their rights violated and 
suffer from low pay and inse- 
curity, but they had become 
"a source of substantial 
profit for both their country 
of origin and the host conn- 
try*. 


Mr Jordan said ICFT17 
needed to campaign for the 
enforcement of recognised 
labour standards for migrant 
workers. ‘ There is no need 
for new laws. It is a question 
of getting governments to 
ensure these are respected.* 
•Migration and Gtobalisa- 
ttan ; The Sew Slaves. 
ICFTV. 155 Bd Smile 
Jacqmam, R-1210 Brussels. 
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the brakes to the gravy train 


Gen Abubakar is putting a stop to some of the worst eroesses 
of his predecessor. But has he the stomach to take on those 
fleecing the country’s, oil industry, asks Micheia Wrong 


F or months now Charles 
Adel eke. a company 
driver, has been T-i.« rfn g at 
Sam to cruise the arching 
motorways of the Lagos 
deBa . flitting from one petrol 
station to another. Only in 
the early hoars can he count 
on' finding fuel, thereby 
escaping the kflometres-long 
queues that build up during 
the day.. . 

. His quest underlines how 
profoundly Nigeria has been 
afflicted by what economists 
call “the resource curse”: the 
tendency for a great natural 
resource to destroy rather 
than develop a country, 
creating a corrupt elite more 
concerned with capital flight 
Hum development. 

Sub-Saharan Africa’s main 
oil producer, with high-qual- 
ity petroleum, on tap and 
huge gas reserves waiting to 
be exploited, ICgeria is para- 
doxically blighted' by fuel 
shortages that cripple matin. 
facturing, ground airlines 
and taring traffic to a halt. 

If the domestic nmrv«t j$ 
suffering, the export indus- 
try - accounting for 95 per. 
cent of foreign trade - is 
also in poor shape. 

Production was tar g e ted to 
reach 2£m barrels a day by 
the 19S0s, 3m by 2000. 
Instead it has scarcely risen, 
above the . 2.3m level . 
recorded in 1979. Weary of. 
the- bribes demanded in 
exchange for mntr arts and 
government mismanage-, 
meat, many oil companies 


have shelved exploration 
{dans and cancelled rig con- 
tracts. - 

This country could dou- 
ble ofl production, it has the 
reserves to do it instead 
we’re stuck at 2m bpd,” says 
one ctl exec u ti v e. 

In .fact the country had 
also been cashed by anOpec 
- quota keeping their; produc- 
tion under the 2m bpd leveL 

If General Abdnlsalanr 
Abubakar, who .took ova-, 
the country when Sara Aba- 
eba died far June, is to poll 
Nigeria from the brink, turn- 
ing the resource curse Into a ‘ 
blearing for. both the hostile 
inhabitants of the oil-rich 
Niger defla and the a mni i y 
as a whole wifi be as crucial 
as any political reform. 

“The oil business is the 
lifeblood of this country.” 
says a in wiHMia wn; “Starv- 
ing it holds backs rageria, 
helping it helps Nigeria.” 

While the $J2m a year ofl 
industry always provided 
rich pickings for Nigeria’s 
rating cliques, under Gen 
Abacha’s leadership the 
problem reached unprece- 
dented levels. It also became 
■more concentrated, benefit- 
ting a small group tif Abacha 
family and friends rather 
than a broad cross-section of 
the militar y elite. 

One particularly cynical 
scam involved allowing 
Nigeria’s four ran-down refi- 
neries, . source of Tight” 
products for the domestic 
market, to deteriorate. 


Government money allo- 
cated for mrinteoumce week 
sever reached its destina- 
tion, ensuring refinery out- 
put .remained well below . 
demand and enabling the 
hmer tittle to jnstfiy import- 
ing p»mHhw from rinmH 

In fact, say diplomats, out- 
put from the refineries was 
.being taken offshore by 
tanker, reflagged and sold 
bad to Nlgoia as foreign 
fuel “Nigeria was being dou- 
bfocharged.” says, a diplo- 
mat. ■ 

The Nigerian gov er nm ent 
bought fiw'ww refined imports 
at levels far above the. mar- 
ket price, giving middlemen 
favoured by the Abacha fam- 
ily afat profit on ever y con- 
tract The sale of the Niger- 
ian National Petroleum 
Corpor a tion's share of crude 
abroad was similarly cor- 
nered by "well connected 

m m pnnipc 

One of General Abu bak- 
er's first moves was to take 
fixe! imports out of the bands 
of his predecessor's cronies, 
authorising the multination- 
als to bring In supplies. Tjgf 
week he went farther, pub- 
lishing guidelines stipulating 
that only established compa- 
nies with sizeable invest- 
ments and retail outlets 
abroad would be allowed to - 
lift crude. 

. The moves have yet to fil- 
ter down to the market, but 
they mark the first move in 
an attempt to cut out the 
middleman and regularise 



Mgarfan oft tba country wots Importing Ms own exported fuel, with a <at profit for Abacha** AnouritM 


an anarchic situation. "We’ll 
be spending less , money to 
Import the same quantity 
and earning more from 
p or tin g the som ** amount,” 
said a corporate lawyer. 

Gen Abubakar has also set 
out to win the confidence of 
the jaundiced oil companies. 

For years multinationals 
drilling on shore and in shal- 
low waters complained 
about the failure of govern- 
ment-owned Nigerian 
National Petroleum Corpora- 
tion (NNPC), which holds 
large stakes in their six joint 
ventures, to pay Its way, for- 
cing them to either cut back 
operations or shoulder the 
lion's share of investment 

G eneral Abubakar’s 
announcement * last 
month that 3630m in 
wish will arrears — funding 
calls made to shareholders 
but ignored - had been paid 
has Injected new hope. “We 
now have a 1998 budget, 
which tiuIcps a big differ- 
ence,” says Michael Weston, 
manager of Shell's gas 
operations. 

More important Gen Abu- 


bakar said there would be a 
review of joint venture fund- 
ing. vigwHing that alterna- 
tive arrangements being 
pushed by the oil companies 
as a permanent solution to 
this recurrent problem may 
be implemented. 

"The government could 
sell equity or give the oil 
companies a greater share of 
crude production,” says an 
industry operator. The 
essence is to relieve NNPC of 
having to produce a big 
<»hnnic of money." 

A generation of more 
recent investors involved in 
deep water exploration 
signed production-sharing 
agreements with the govern- 
ment, sparing lhnni the inch 
can nightmare. 

But management bad 
become alarmed by the fail- 
ure of Dan Etete, Gen Aba- 
cha’s oil minister, to ensure 
terms laid out In letters of 
guarantee were turned into 
legislation, a full five years 
into operations. 

The industry made it 
clear there would be no 
investment in Bonga. a 
world-class deep water dis- 


covery, unless the legislation 
was put into place.” says an 
executive. "Given the huge 
investments involved, anxi- 
ety was understandable.” 

While Gen Abubakar has 
made no public statement 
about the issue, ofl insiders 
say they are coafidem it will 
swiftly be addressed by an 
administration working hard 
to portray Nigeria in a new. 
investor-friendly light 

One company at least. 
Exxon, has been impressed 
enough by the new line to 
send a top-level delegation to 
meet Nigeria's new rulers. 

"So far, 1 don’t think Abu- 
bakar has put a foot wrong.” 
says an oil man, “There now 
seems to be light at the end 
of the tunnel. Under Abacha. 
things were so had. there 
wasn't even a tunnel.” 

More needs to be done. 
Systematic cross-border 
smug glin g of Nigerian fuel 

will only ease once subsidies 
making it cheaper than West 
African equivalents end. 
Real competition on the 
domestic market will only 
come when the privatisation 
promised by Gen Abubakar 


As>tov AsWvtvxl 

puts paid to the state monop- 
oly on distribution. 

The danger is that today’s 
good intentions will seep 
away as those at the hrlm 
realise what a potential 
bonanza they are silting rm 
and powerful vested inter- 
ests pressurise them to leave 
well alone. 

“Resist.ince will come not 
from the Abacha group, 
which is on the run. hut 
from new arrivals who want 
their share of gravy. They 
will tell him: "Go easy, this 
is a framework we can bene- 
fit from,” says an industry 
analyst. “The question is 
whether Abubakar has the 
stomach for that fight.” 

A key indication will be 
who is appointed oil minister 
in the new transition cabinet 
being pulled together. 

If it is Mr Etete, his repu- 
tation fatally undermined by 
his close association with 
the Abacha regime, the cur- 
rent mood or optimism will 
falter. If the job goes to 
someone more credible, Gen 
Abubakar will continue to 
score points both at home 
and abroad. 


Iraq-UN 
relations 
hit sour 
note again 

By RoBb KMaf ta London 
and Laura SBwr in Haw York 

Tariq Aziz. Iraq's deputy 
prime minister, yesterday 
launched a fierce attack on 
United Nations weapons 
inspectors, accusing them of 
reverting to their "old games 
and tricks". 

After a first round of meet- 
ings in Baghdad with Rich- 
ard Butler, the chief UN 

weapons ms] lector, Mr A/tt 
said inspectors were again 
dragging out tlieir work of 
dismantling Iraq’s weapons 
of mam; destruction and 
playing into the bands of the 
US. accused of wanting to 
prolong UN sanctums. 

Mr Azu's remarks pointed 
to renewed deterioration in 
relations between Baghdad 
and Unsrom, the commis- 
sion charged with finding 
and dismantling Iraq's wrap- 
uns of moss destruction. 

They contrasted sharply 
with the optimism and spirit 
uf co-operation both sides 
had pledged in June, when 
Mr Butler agreed with Irani 
officials on a two-month 
schedule to speed up inspec- 
tions and present a final 
report tu the UN Security 
Council in October. 

Since June it lias become 
apparent to Baghdad that its 
expectations <d an imminent 
end tu inspections, and a lift- 
ing of sanctions this year, 
were unlikely to materialise. 

UN officials said limited 
progress has been made on 
the schedule. Some diplo- 
mats expected that during 
Mr Butler's stay in Baghdad, 
he and Iraqi officials would 
draw up a revised schedule. 

Baghdad and Unsrom are 
also embroiled in a dispute 
over Iraq’s alleged produc- 
tion of the deadly VX nerve 
gas. Uns com claimed that 
remnants of missile war- 
heads extracted recently and 
examined in a US laboratory 
showed traces of VX. while 
Iraq insisted it never made 
weapons using the gas. On 
Iraq’s insistence the war- 
head remains have been sent 
for farther examination in 
French and Swiss labors to- 



Innovation. Vision. They're such lofty ideas. 
Occasionally someone actually demonstrates 
them by challenging fundamental assump- 
tions. In aviation, conventional wisdom is that 
the process of developing a new aircraft is 
lengthy, expensive, fraught with pitfalls and 
delays. But at Fairchild Aerospace, our 328]ET 
went from drawing board lo first flight in a 
matter of months. 

Plus we hit every 

engineering milestone along the way. it's the 
way we work. After all, competing in today's 
aviation market is no day at the beach. Any 
questions? Call ; -888-328-JETS. Outside the 
U.S., cail -r49 81 53-30 0. 

Fairchild Aerospace is a hading manufacturer of jet 
ana turboprop aircraft for the commercial aviation, 
corporate and government markets, and provides 
a i vide ronae of services for the aviation industry 
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WORLD TRADE 


India guarantees big power investment 


By Amy Louse Kazmin 
ta New Deft! 


The Indian state of 
Maharashtra yesterday 
signed an agreement to buy 
power from a J1.4bn 1,084 
megawatt power station 
planned by an international 
consortium - two days after 
the central government 
agreed to cover payment 
risks against an $S80m for- 
eign loan for the project 
Western observers said the 


counter-guarantee is an 
attempt try the government 
to signal to foreign Investors 
that they are serious about 
moving ahead with large 
infrastructure projects. 

When India opened its 
power sector to foreign 
investment several years 
ago. It decided to offer count- 
er-guarantees to selected big 
projects as an incentive to 
investment. However, the 
proposed Bhadrawati power 
station, backed by Alstom, 


the heavy engineering busi- 
ness floated in June by 
Alcatel of France and GEC 
of the UK, EdF of France, 
and India’s Ispat group, is 
only the second to obtain 
such a counter-guarantee. 

In June, the prime minis- 
ter’s office urged the finance 
ministry to overcome any 
hurdles and promptly issue 
counter-guarantees to all 
remaining fast- track pro- 
jects- The new impetus was 
seen as countering senti- 


ment that the economy, and 
foreign investment, would 
suffer as a result of sanc- 
tions imposed after India's 
nuclear test 

One Alstom official said 
the signing of the counter- 
guarantee was "a water- 
shed” and would encourage 
file backers of the other half 
dozen East-track projects that 
their plans may eventually 
get off the ground. Power 
minister P. gumara manga- 
lam has said he expected 


counter-guarantees for the 
other projects to be signed 
by the end of the year. 

There is a caveat to the . 
agreement signed by the cen- 
tral government Before the 
guarantee takes effect the ■ 
state of Maharashtra must 
establish an independent 
regulatory body to set power 
prices. It is expected to do so 
in the next few months. 

Power shortages are a big 
constraint on India's eco- 
nomic development and are 


also emerging as a key politi- 
cal issue. With summer tem- 
peratures soaring, Delhi was 
plagued with sera*, power- 
cuts which brought many 
citterns out Into the' streets 
to protest . 

Last month, the Bharatiya 
Janata Party-led government 
took out full-page newspaper 
ads, saying that as they had 

tmly been in power a few 

months they could. not he 
blamed for the power short: 
ages. 
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Libya's $5bn order saves 
troubled S Korean builder 


Economic slowdown takes steam out of 
China’s once-booming power industry 


Electricity consumption grew only 1 % in the 
first four months of the year - a worrying 
figure for the sector’s international suppliers 
and financiers, reports James Harding 


E lectricity consumption 
in China grew by just 1 
per cent in the first four 

of this year. 

For those who suspect 
statisticians in China tend to 
buff up the headline eco- 
nomic figures and, therefore, 
treat energy demand as a 
barometer for the economy 
as a whole, this paltry 
growth is unsettling: the 
marginal increase in energy 
consumption suggests the 
slowdown in China's eco- 
nomic growth may be 
'steeper than Beijing would 
like to admit 
Officially, China’s gross 
domestic product in the first 
half of this year grew by 7 
per cent, a robust perfor- 
mance by regional standards 
even if below the govern- 
ment’s 8 per cent target for 
1998 and well off the 8B per 
cent growth recorded last 
year. But in the past far 
every percentage point of 
GDP growth, energy con- 
sumption has increased 0 j 5 
per cent 

It is difficult to see what 
particular factors in the first 
half of this year could have 
caused that relationship 
[between GDP growth and 
energy demand growth] to 
have changed,” says Alex 
Conroy, a senior analyst at 
ING Barings in Shanghai. 
“The statistics on one side 


most be wrong... and it is 
much easier to measure 
units of energy consumed 
than to to count GDP 
growth." 

This is not just a worrying 
signal for the Chinese econ- 
omy - it represents more 
bad news for the interna- 
tional suppliers and finan- 
ciers of China’s power Indus- 
try. For most of the 1990s, 
“China has been the prime 
underserved market. . . the 
stuff of dreams and aspira- 
tions for private power 
developers.” according to 
Cambridge Energy Research 


how rapidly the commercial 
conditions can change in 
China. 

Fred Sperry, chief repre- 
sentative in China of 
Westinghouse, the US 
energy group that supplies 
equipment to the Chinese 
power market, says: “We are 
expecting things to slow 
down for a while. . . [the mar- 
ket] is experiencing a pla- 
teau or a slowdown at the 
moment A lot of provinces 
have a balance between sup- 
ply and demand and the cen- 
tral government is stopping 
to assess the situation.” 

There are stQl deals being 
struck in China's power sec- 
tor. Over the last month, for 
example, there have been 
official reports of progress 
on a number of different 


The demand from state industries has 
been constrained by government cuts 


Associates, the energy con- 
sultancy. But, in the last few 
months, those in the indus- 
try have started to deliver a 
“surprising and ominous 
message for the independent 
power producer market: 
the* is now an electricity 
overcapacity problem in 
China.” 

The extent of the decline 
in orders is unclear, but the 
perception that what was 
until recently a severely 
undersupplied market now 
has an energy balance - or 
even a surplus - underlines 


fronts: the $l5Qm purchase 
of two 660MW turbine gener 
a tore from a German manu- 
facturer for a large power 
plant in Shandong province; 
the announcement of a 
$41 5m Sino-US joint venture 
power plant in Zhejiang 
province; and, the nearly 
complete $525rn financing for 
the Meizhouwan power plant 
in Fqjian. 

But the slowdown in the 
number of project approvals 
in 1997 and the first half of 
this year has underlined the 
new concern in Beijing 


about the growing problem 
of overcapacity. An official 
at the State Electric Power 
Company, the government- 
owned subsidiary responsi- 
ble for the development of 
China’s power industry, 
acknowledges that “in some 
parts of China, supply even, 
surpasses demand. . . and 
owing to the restructuring of 
the national economy, power 
consumption is unlikely to 
Increase by very much this 
year." 

Not only has national 
demand growth slowed in 
general, but, more specifi- 
cally, the demand from Chi- 
na’s state industries, histori- 
cally the chief energy 
customer in the country, has 
been constrained by an aus- 
terity programme to tame 
inflation in the mid-1990s 
and the rigours of market 
reform. “Heavy industry has 
tended to be the biggest con- 
sumer of electricity in 
China," says one industry 
observer. “But their demand 
has declined an d rising resi- 
dential and consumer 
d^firanH cannot compensate 
for It" 

The slackening demand 
only partly explains the 
abrupt decline in China's 
power market More impor- 
tant has been the speed at 
which China has added 
capacity - an extra 10GW a 
year over the last decade. 

Bob Dewing, manag in g 
director of project finance at 
Citicorp in Hong Kong, says: 
“There are large areas of the 
country that are in sur- 



Dono-ah Constrocdon of S<xdh • V i ■ 

hadwon a $5.1bh construction 

would rescue it from recent financial ■ 
government decided to retain Dong-ah . 

phase is scheduled to begin tins 

agencies have dalmed the project, winch J® e *£**£* , 5^; ' 
cogt a total of $ 27 bn over five phases, mfeht abb be used, 
to hkte underground military facilities for the development .- 
of biological and chemical weapons. - - , - 

Dong-ah came close to financial collapse ear fler thb - 
-veer, but was saved by emergency loons from creditor “ 
at urging of the Seoul government, wnicn anno- •- 
pfrtfl H that the Libyan order would restore the construction 
group, one of Korea's largest, to solvency. ■ 

Libya has prorirtsed to mate an eariy payment of » 00m 

in constroction fees for the project's second. pha qtefw fr - 
Dong-ah ‘s financial problems, while It wffl purchase 
materials needed for the third phase of construction : 
instead at having Dong-ah bear the initial cost. Dong-an 
said. John Burton, «eoul . «... 


LITHUANIA OIL 


Lukoil to maintain export route 


A hydro-electric dam In Yuman province. The dream market for 
power developers now has an overcapacity problem SanahMuray 


plus. . . and they are the ones 
that are easy to do power 
plant financings. 

“You would not want to 
bufld another power plant In 
Guangdong in a hurry,” he 
adds, referring to the over- 
supplied market in the 
southern Chinese province 
that neighbours Hong Kong. 

As new power plants have 
come onstr eam, some of the 
older, small er facilities were 
due to have been switched 
off. But, plants have proved 
hard to close, largely 
because local authorities 
tend to be reluctant to shut 
down their own government- 
invested plants and take on 
responsibility for redundant 
workers. Analysts expect 
China's power sector should 
recover from the problem of 


oversupply within two years, 
H epanriing on the rationalisa- 
tion of the sector and the 
progress cm reforming state 
industry. 

But, as die authors of the 
Caw report conclude: “The 
general feeling among devel- 
opers and nhinmw officials is 
that the market is in far a. 
slow period of 18 to 24 
months. This will depend on 
several factors - most 
importantly, the general 
growth of the economy, and 
in particular the fete of the 
industry's largest customers, 
the state-owned enterprises.” 
China's Private Power Mar- 
ket Rise of a Capacity Sur- 
plus. by George GUboy, Gary 
D. Simon and Dennis Eklaf, 
Cambridge Energy Research 
Associates. Tel 0617-4976446. 


R uss ia's largest oil company, Lukofl, has no plate to cut. 
Its «rfl exports through Lithuania despite reports to the con- 
trary. Lufcofl said yesterday. Lithuanian agencies had - 
quoted Russian news agency Interfax as saying Lukoil- 
planned to cut oil supplies to the Baltic repubWo. 

However, LufcoH said no such moves ware being consid- 
ered. “Negotiations are going on with the government of 
Lithuania over obtaining refining enterprises in the country, 
and at the moment there is no talk about any cuts," tie « . 
said. Lithuania’s oil sector has three main assets, Mazeikfu 
Nafta a refinery. Naftottefds, the republic’s pipeline opera^ 
tor, and Butinges Nafta, which plans tobufol ah ail export 
terminal. The republic recently sold a 33 per cent stake in 
the three companies to WUiarns of the U& Reuteie, ' 
Moscow 


MOBILE TREPHONES 


French in global roaming deal 


French mobile telecom operator 5FR yesterday said it had 
signed a deal with the Iridium satellite operator to allow its 
clients to use their ceft-phones anywhere on the globe. 
SFR said ft had signed a global roaming agreement with 
Iridium - the Motorotarsponsored project of 66 low-orbit 
satellites due to be launched on September 23. 

SFR is part of Cegstel, France's second biggest opera- 
tor after France Telecom, with Vivendi, British Telecommu- 
nications and Marmesmann as main shareholders. Roam- 
ing agreements usually involve two regional operators 
agreeing to cany cate by each other's customers when 
traveffing in the respective countries. Reuters, Paris 


BUSINESS OPPORTUNITIES 


CONTRACTS & TENDERS 


PBOFEgHOmUmVlCE BEFORE EMTEMNO MID CO IHTHBflS 


Singer & Fried! ander 
Factors Limited 


Takrrd wonting capital facilities 
ImmrdkKc Response prontod 
Independent Jmm UK clearutg bants 
Coos ccmparable with tnerdrnfl rata 


Singer & Friedlander Factors 
Where Tradition Comes of Age 


Singer & Friedlander F»A» Limited 
Ensign House. Admirals Way. London E14 9YX 
Tdq*«ie.lll7l5IS«ll Fumfe- 0171 515 74ft* 


Business partner required 

to assist with the e xpan si on programme of a unique group at 
companies within the commercial catering engineering Industry. 
Within the Group’s portfolio is an Institute, Training School and 
a national Franchise operation. The Group has also been 
Instrumental in developing a national accredited qualification. 
Hww toBoxB60Q9. ftnsnrtal Times. 

One Southwark Bridge, London SSI DHL 


VCR— 1st SFA regulated' 
Business Angel Network 


1 Screened cqeft} Investment 
opportunities 
1 Projects in all Industries 
CofttrKxue capital and expertise 
1 Invest alone or with others 
1 Access information In print or 
over the Internet 
Meet entrepreneurs sod other 
In ve rt ors at regular Investment 
pnrsrntatfeni 


Call VCR today to sign up 
for a trial subscription 
01865 7 8441 1 
vjww.vcr197s.com 


O.K. NOTH. & LBSOffi COUPMrr 

Majority staelwltfing available in 
3M sfar Hotel & Leisure Company. 

Experienced non shareholding 
management with tine track record. 
Rjrecast profits in excess of 
£3m and growing 
Management wish lo expand 


SridH, laadoa 5E1 


Amort Krrr Forarr a aadwmrdbr 
dn Ammo* rf Churned Aramwi 
u Ev tfoad and Kiln tn rwrv im 
ntrrHMW tenant. 


International 

Internet Web systems 
consulting Ss development 
firm with offices in 
New York & London with 
exceptional blue chip client base 

looking for strategic alliance 
10 assist >t with it’s exceptional 
growth oppommiika. 
Principles only to reply 


K'lliri l .Janies I'iirsm-rsJiifj. 

!o s i. .|nmes\ Street, 
t i.Tiri..ii. SWIA II .Y 



Gunnel Islands &• Worldwide 
OffsnoK CoMRiNr rhumhok 
S/Aumsnuim. 
fwiScmxs 


ForfiwmlPfnutlDattmuet 
CROY TRUST LIMITED 

T-FWrHOrrtl Place. 

St HdJeqJnseyJSfll 
TeL 6Jt55t) B7B774 fix 1015341 35401 


Retired Chairman/ 
Chief Executive 
of JirtedPLC iBShueenaseoe 
stable sedj challenging pm time 
position of responsibility. Funds can 
be obutinal in suinhte cases 

r»„ .if, i * 

2St Stephen* Owe. 30 Arenac Road. 
London NWS 0 D 6 


The Zeal Group 

Saaks eomponfw h file 
Mowing IMdo 


m Boefeonfet and Laboratory 
ktttrumantaHo n Products 

Prin cipals only contact 

Howard WHks 
0181 254 8827 



Invitation for Prequalification 


REPUBLIC OF TURKEY 

PRIME MINISTRY 

HOUSING DEVELOPMENT ADMINISTRATION 
PROJECT IMPLEMENTATION UNIT 


EMERGENCY FLOOD AND 
EARTHQUAKE RECOVERY PROJECT (TEFER) 
RECONSTRUCTION OF HOUSES IN ADANA AND CEYHAN 


1. The Republic of Turkey has applied for a loan 
from the International Bank for Recoastrocrioc 
and Development in various currencies 
towards the cost of Emergency Flood and. 
Earthquake Recovery Project and it intends to 
apply the proceeds of fins loan to payments for 
goods. warts and services to be procured 
under this project- - 


Interested e l igib l e bidden may obtain farther 
information from die Project Implementation 
Unit (PIU) of the Housing Development 
Administration (HDA> and inspect the 
prequalificarion documents n the address 
given below from 9.-00 til 18.-00 (local time) 
office hours: 


The project will include the- following 
components: 

• Reconstruction of houses in Adana. Ceybaa 
and Rural Area. -destroyed by the 
earthquake. 

• Reconstruction, rehabilitation, repair and 
recovery of dm following items 

by the Rood o ccur red in the westnortbeni 
part of Turkey. . 

■ . Hnmi-tt »nri fnfrtWT pf-mp - 

• Highways and Bridges 

- Rural roads and transportation facilities 

• KtlBBCipBl fflfEBStrUG&nC 

• Flood control facilities 

• Forest roods and fecrDries 


Attention: The Project Coordinaior 

The Housing Development Administration 

Project finpfamentarion Uni 

Bflkeru Plaza 

B1 Blok Kail 

BHkera 06530 

Ankara 

TURKEY 

TWephooe: (312) 2667764 or 2667774 
Tax: - (312)2667733 


Flood management and hazard mitigation 
works 


The Housing Development Administration 
through Project Imptanentotioa Unit intends 
to prequalify contractors and/or firms for the 

reconstruction of approximaieJy 9000 houses in 
the cist.centers of Adana and Ceyban. The 
aforementioned housing construction -is 
intended to be rendered in various packages of 
approximately SM booses each. 


6. A complete set of pneqnalificatioa documents 
in English and Turkish Languages may be 
purchased by interested bidders on the 
submission of a written application to the 
. address ■ above and upon payment of a 
. nonrefundable fee of 27,000,000 TL or. 
US$100. The method of payment will be 
deporting the fee to the HDA’s Account No: 
32198 in Ziraat Bankas! ODT0 Branch 'for 
payments in TL or Account No. 34079 for 
~ payments in USS in the same bank. The 
documents may be picked from the address 
staled above: 


Prequalifi cation wilt be conducted through 
precptiifieadoa procedures specified in die Wbrkl 
Bank's Guidelines: Procurement under IBRD 
Loots and IDA Credits, January 1995 (revived 
January and Aligns! 1996 and September 1997), 
and is open to all buMeia fiom digible source 
commies as defined in tire guidelines. 


7. Applications for prequalification should be 
submitted in sealed envelopes, delivered to the 
address above by 3 September 1998. 17;Q0brs. 
local time and be clearly marked “Application 
to Prequalify for Emergency Flood and 
Earthquake Recovery Project, Reconstruction 
of Houses in Adana and Ceyban", '' 
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To Advertise Your 


Of ex Baled company seeking 

publishing cvmpany\ iei I 
Of fifte aimed at specialist 
coOeaorslemhusmh. Wearetoohag 
lo pat together a group wtih 
adversity of titles ami aiaatse 
and profit conscious mana ge m en t. 


ANGERA, LEVIN & BALTZ 

Attorneys end Coansetors a Law 


Ideas that wvvwork. 


Cost Eflbctfv* Representation of 
Gfafiaf Cftwfc m UL& Courts 


-lor tetiay* Bant. Unnoo tiropo. 
ac Ojntwa DracuSor jour business 


908.306.1509 Itecxl 900 
Bnafc AS I rQansaratayxcm 


^ PENTAGON! 


inwretanah WMi wS t rinwa pflncato n f 

W0m«57Q0 

httgSWwwjwiawwroufc 
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MSCUMLX DOS B8f 

RQ5TB. HOLDINGS WAITED 
Vo HOSTEL . . 


narirtw 

Mofamarttafairf faodsiM* 
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Legal 

Notices 


Please contact 
Melanie Miles on 
Tel: ^44 171 873 3349 
Fa*; -44 171 873 3064 
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********! Mimu. Health 


O £15.000 per wock. Good 


61392259371 


Ll\> 'il.SsiilKI 
0JT7 


4>ta V ie a ad4nrinncBiBaad 

owner'll!*. 

per j»m per 

• bcomc jar ad 3IJLL07 £I42j00Q. 

‘TtadwfwiaiUthoaapwcy. 

Owns in ns sxqon or 

imjW nmwit 

NaaUgkum Office 

R*fS7£FT7W52/UA/8 

01159483100 


Cwreoww House Hotel 


32pto<aend»oaftieg»y. 


SiStflMnxtaQU) 

X™c&wrOffi*-]UfS6/FT7aH3iS 

01618333311 * 


Avp.'iiiiiir 

ftiltfliV 


Lomio\ 
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Scaoou 

ItottSH) FOR A TOTAL or 14S 

* Located watts do*e pnninniyB^ 
eadiaihes. 

• Sale » bexffixted bgr «aj oT^he 
■* Pce i nM tne c i icm £fi5OJ0O per 
•Good lerei of profiztacUemL 

Onus w rm now or 

Londe* Office Rtf StFTl 893 

01712270700 - 


Bl.RKSillRl 


OpmlhehimKafa(fAQrijKmae(%att 

DOM. RMasream Hnim Mi 7*, Mnramij Wimmw 

tf KEBDamAL C*m AM) 59 NOBSWG 

• 38 wnsfc and 9 fwia xoont. Scope io develop (mtgcciwpfamoDtKX 

• Mra g m i ci ir ran. T/O yc«r end 30.9.97 £1 .08U0Q 

Onus n tbk naoHor £1£B8#M pkekbolo 

Bristol Office Brf34tFT14WJ 
For father detaa* please omsoci 
R ichard Lmm 0117 974 4566 or ..... 

Craig WooDam 01962 833812 Corporate Heahhcare Director 


O tF ic=s at; London Birmingham • Bristol • Edinburgh 

Exctlk Glasgow ■ Ipswich • Lllds • Manchrstt? 

Mu t on Kctnrs Ncwcastls: ■ Nottingham • Winchester 


GENERAL BANK |/ Genera! Bank of Greece S.A. 

ANNOUNCEMENT 

General Bank o t Greece SA_ a m oa n cee iu {mention to *efl icxL estate 
property that h owns and is inviting tended in sealed banding offal i—ra 
Monday dose of business 14J09.1998. 

Rotative documentation to be deliveied Id Ibe Bank's Administrative 
Offices, at 9 Pancpudmiou So, <Stb flooa; Protocol Sendee. 

The teal enme to be add is a factory anil tauthaiug ah mass of axyxene- 
■zocc-acmyleoe, located in DnOani, loannina (framcdy owned by ELBJA 
S -A.) fully equip ped with nurtmriMl wnm i wwi in m plnajJl-mil 

of 1 3.96L62 ttf. consisting of tbeJoHowing buildings and msaDadanE . 

1. A two floor office buSfing in a good state, bearing fame and-couciete 
slab of mined con cr ete (area lSOm 1 , heiabt^JX) ns.}. 

2. Bnfldiqg u ni t paa to chig and bcsdlng osyeaHareir nr whicb the bearing 
fame and the Slab me made of aimed concrete and ibe wall* of plastered 
cement block (area 1 lAOOm 1 , heigin 9JX) m.}. 

i Buibfiqg mit praduiAig and bottfiqg acetylene; whicb it made of armed 
concrete, the rest of which is similar mlbo building 2 (jaa 550a?, 
height &00nv). 

4. A senn^imsbed buBifing in wticb-onbr <bc nrmed concrete has been 
buhl (area 330 m\ heigbf 8JX> mj. 

5. Apavifion(aea 15 in'. bd^x3iX> on wshpiatfani scales made bOroecd. 

& RtCy tnc d mn i r jf enuiptueul uf the emit pro tfcdu g *h' mam. “. 

7. ■ r i ' r '*"" 

& Tta Mp c s t Mi onvelneleiandloSsofbMilewaidtn. . - ., 

The ares has. been shaped property and around the buddings 1.23 znd 4, 
there am ptafams made of anarmed ooocreie and rands for ennance inao 
die buildings.- . . 

-• Th e ft ctcry is leased wsfl UkOSJOOl andt fliean»dirtcfOtd.,X88^322 
plus VAX per DWdb. tr§umed yearly Iwed cate imetf inflation. 

* Tbe unita for tho prndnetian of anoto and acetylene are ready for 
famwli a tie prod u ction, but they are not nsed by the lessee, die nnfi 
producing oxygen is ahr»dy in fofl proctoction. 

• Sdl dmamg a id fo g dm cqwp mwn cJA am at the efiyoml of intcragetf 

pardei.' . 

AH enepenaea rehttmg to the transfer of o w ne rship (taxes, ooiarid foes, cac.) 
will bn bora by ibe bnyer and the w tt t a a wffl be expressed by a notary . 
public who wfll be haggled by the Barit . . ; • 


JOHNSONS SEEDS 

iV.VV. jOHNSON & SON LIMITED 


The John fld nt j nSBari ve Receivers, Mark Shires and 
ISdanf Rees, ofier for sale the business and assets of -this 
Lncrinshite based setd grower aid processor. 

Pr&idpal fartwy of fte burioeg indudet 

• matoflBKJerin^lX^QSfwedniato 

•' aotomer b»e: FMCCv Agricultural and Amenity 

• turnover inysartojune 199B-of £14 milUoo (10% export} 

• extensive nrui grountfc, garden centre and 3.7 acre site in 
oentraJBos^ fri all 58 acres twhoW) • 

• woddotceofSO 

For further Mormadan, phase contaa John Bezzantof 
PricewaserfxjuseCoopers, Cumbeitaid Houses 
35 Parte Row, NottiflghanvNGI 6FY. 

Tel: 0115 906 Z336. Fax: 0115 94T 0192. 

PaGai^HOUS^COPERS ■ 




FOR SALE 

PtlvafoiyOwttodarxIOpontad 

45 Roan Btxttque Hotel mPfesflpIcitaBoae Bay W ti m ta rt Postern 
Plus iisuKM Rnadsnlial SUM Qunrioolang Rom Bay 
>• lra*m*cf nuuweurain end Bar - 
Indoor A OtHdoor SUbng for up id 12D poisons 
> Funchor Room tar up to 120 parsons 
► Off Stoat Parking 
■ ► lino Suammmo Poofs 

Uraqaa Opportunity to acquirB Wn ta rt m ut Ftoal Csim 
of Thrst Blocks on Two Tttss rnchahng 
. Fity Operational HoW«d 
Four Bedioom Adjonwg Luxury Raadwtca. 

AM Confidential Enquirtns to Dnvid Nnwgrosh Anal Eslnla 
Australis: (61) 418246374 24 Hours 7 Day* 


HIGH-CLASS 
EMPLOYMENT AGENCY 

f itii 3&L5 

located In Centra! London 

SpK 'fsr: 1 a' jfc mrtiie nanaoumm, (eiuwi] and Bnvoenf 

hat* y«d !a vfjT a.- s-jp-Jv E-ja-jngr tax mstiiy Inane at maM Mot 
Tdraeet V. 5m. pcaca* 

ri -j .** rt-.iP.iw?.Wtt. Dew 'Wninq 


Wrnfto 


f> l Lane. RmwsNod toimgham NG1S VD 


Turnover 

circa £2. 5m 

Loc.iU-ii io f/ti- \nith 
lit csUlblii.hrd 1309901 
-\inut::cturL'r of ir.msformcr.- 
for the clcdricul vlccirc.mc 
industries *»/:!; 5!un Chip 
& Into matter, r,l customers 


DIECASTING 

COMPANY 

Long established 

cSeccsHno compcaiy m 

North erf England for sal© tn 
the region of £135 mUon 
excafent track record and 

potential. wHti nM 
cudomet base and 
net assets in excess 
of SI JSmMon; 

inlticd contact by pmopals 
only to; Mr. G.K. Porteous 
at: Honwath CJarV Whrtendi. 
Noivfictv Union House. 

17 Lichfield street. 
WctoalWSl 11U 


Oti'ESf. 'Theatrical Costumer 

•Eitiin avmh'be comma boilt up jtvm professional 

prflitutU*** f-'t-f "weti svyinals with lXOJs of accessories. 

StUnji putmeai frrm “ W 

but accept aJAIiU) icr ntiue fLvliandjuvdunU 

‘Tef 01 H 06 364471 or 

Ja.i01206 J 66 134 


For Sale 


Screen Process 
Printers & Finishers 
London outskirts 
Turnover circa £2m 
O rdr to Bm M»l . I amcial lann. 


Dot r.-:j 

Or.', '-.-yy.h w.) ■ 


I 'in. I. -il !'.ii ; ii.m.MH l’ll''li’^i'.l|ill;. 1 im’.lrli 


1 11 .- I’itiilu^iTipni'l' 1 .1(1: 


CONTRACTS & TENDERS 


Hu. riidiui’i'.ipln I iniiicd; 




Rsea 



Marine Manufacturer and Retailer 

(in edmmk tratrae reerivership) 

The Joint Administrative Receivers of Jeckefls Sails 
Limited, Plan Sating Limited and R Moore & Sons 
(Wrexham) Limited offer for sale the businesses of the 
above companies comprising a marine chandlery, boat 
builder and sail maker. 

Principal features include: 

■ £2 miflon turnover 

-■ Established brand names 

■ Freehold sftaat Hoveton (near Norwich) of 5.8 acres 

■ WeB equipped manutadi|iingfa 

■ Sidled workforce - 


For further Information contact the Joint 
Administrative Receiver, Andrew M clear, KPMG, 
HoHand Court, The Close, Norwich NR1 4DY. 
Email: andrew.mctearttkpmg.co.uk 
Tet 01603.820481. Faoc 01803761257. 

KPMG Corporate Recovery 

KPMG is authorised by tie institute of Chartered Acaxntante in 
England ancfWbtas to canyon mvcatmern Business. 


*?tac<it etc g £To-tttcctc6a.[ 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Romanian public institution based in BueharCM. h Suuopolcp* Stnvi, sceiui 3. isoifenne for 
sale bv direct negotiation according to the Government Ureeno Ordinance nn.Stw'IW and arnruved ihrnuuh Lam no. 44/19% a 
7L84& of ibe issued share capital of GRULEN SLA-, Company'Cdmpahmg Mused. 

□ Registered Office: Campuhmg Mused, Sic. Dambravei nr. 2, jud. Arpcs. 

□ Fiscal Code; R 153233. 

□ Registration no. at Commercial Register Office: J 03/ 133/ 1 99 1. 

□ Issued slock capild, according Io the latest reciHds 

at the Commercial Registrar Office: 98,454.400 miliu m ROL 

□ Tnnvover in 1997: 1 1,440.452 million ROL. 

□ Main scope of activity: polyester yams and granules production and trade and of other deriving products. 

Total number of shares at a nominal value of 254)00 ROL each: 32)38,170. 

The share ownership structure is as follows: 

” q 

Q Stare Ownership Fond 71.84 

Q Financial Invoane;- Compnnj - Muninria 2637 

O Share owners through mas. pnv^nsatKra 1.79 

The sdler's offer price is of 76499 ROL per share, respectivdj' 9.486 USDpcr share and the valne of the 71A1 , 1 offered stake b of 
215,326357 million ROL for Romanian investors, respectively 26X38A34 USD for foreign investors. 

The Co mpany P RE SENTA TION FILE required for subscription to ihe offer may be obtained at the Slate Ownership Fund, 
BUSINESS CENTRE, OTTERS DIVISION of me h uemari rmal Relations Department. Bucharest. 6 Slavropoleos Street, sector 3 phone lW- 
01/3110495: 3123130; 3124231 and fax 04-01/3121841. (taffy between 8.00 and 16.00 tav, at a price d40jD0(MMX) ROL Foreign cituens or 
l^al entraesTnar pay tashin USB ar Nanoxal Bank ewirnge nfle ropbeabk on (he PRESENTATION FILE purchase dale. This vmn has to be 
Uansfened in advance to Ihe State Ownership Fund accounts: no. 25I100000M242306008 in USD at the Romanian Bank for Foreign Trade 
(BANCOREX] for foreign investors, or no. 251100980900224 in ROL at the Romanian Bank for Development-Bucborest Branch (BRD-SMB1 
for Romanian investors. 

Further information about the company’s privarizarion may be offered bv S.OJTs INTERNET SITE a ihe address wvnr^otro or directly at 
S.0 lF.’s Privstfaalna Division na6, ptane 0040-1-3141601. 




Established Plant Hfre.Gronp For Sale 
SpednHring in hire oTmadtam/taifa eng^Mering eqn^pmeaL 

Family nm limbed ccaq*myliBt2Sjeen. - 


Hl ^yij^ lJni»rl^nM « nnM r hMeDB5ENlSO9()02apilnrwJ. . 
Praox prafii 970* £0 J mUBan pho. Good proqxas csjmsioo 
- Owner* wishing to retire in tract few year* 

Box B6M& Financial TlraehOnc Sooth rart BrW^Lrwbw SB1 90L 


USA ADVERTISING 
AGENCY 



Rare Opportunity 

to acquire edabfisbed prestige 
dedgner fashion business. 
Luxury premises SWJ. 

Soil energetic entrepreneur., 
for enjoyable hunk on business 
with potential for 
deveJopraem & expansion. 




CONTRACTS & TENDERS 


LEGAL NOTICES 


VOLTA RIVER AUTHORITY 

TRANSFORMER REINFORCEMENT PROJECT - 1999 
SUPPLY OF POWER TRANSFORMERS 


I Tha Vbtaa Rher Amboriry |VRA) fa* roceivtd a kanfoom Ibe CbunraHroabb Dneiapnieni CaqxMioo (C^O 
(otraidrllw financing of a TfaUfbaner Rnaformneni Prqjoa and nKoids to a&*y tbe fbnd» to cctvw cfagiHe 


fflUHDTaa 
TT AMERICAN SMALLER 
MPANKS TRUST PLC 
roWTHEMATIEKOnHE 
naoanarBmxsiyMp 


NaWatoZariWS 
IN THE meat COURT OF JUSTKE 
CH.\NC£RY DIVISION 
COMPANIES COURT 

IN TOE MATTER OF 
MEPCPLC 








2 . TtoxVatognojKO raafl te«kimfo»efig^ *«iw«wmrie»»itefined « 

IBRD Loaat and IDA Credit*. 

i -Ite^^RiyB-AailtortyitowSiivtoj^iMdaifamdi^ 

a) of two (2), !61/34^V,'5WSfiMi^BoworTtanrf«aie*s. 

b) ■ Supply of onetl). 6W34Jiri 1 Jk^4 UVW10MW -. liyi33ril3.MVAPw« TreMforwr. . 
c> Sr^jJyo<rooe(I).‘16l/36/lI^foy. 25^9/MaVA-33fl5/12514VAPlW!w7I»n<foiipen .... 


4, fettesttd digibta Tb«fcre«^ may^ 

Tire Director .dribuee (Crotort OTh*) . , 
Volt. RhW Anfalrtff,EI«^ VilllU,,H,ws ; 

‘ apKetawyRotol 
Accra, Qtan* 


APPO 




Senior Analyst 

Asset Backed Securities Research 

This hading mtcmatiaial financial rervkw con^^ w«bes to ^p«a * 
Senior Analyst wttfrin Ana-Backed Securities Research for Europe and 
Asia. The nonbon will be responsible for analysis of die Asset-Backed 
' Securities PASS’*) muket development in Europe and the Asta-heific 
Urgjoo. The rale-wiil encuu^jass publkatioD of reports On die ABS 
within tbr cootext of genera] capital mrkets devdopmena nalysts ei ABS 
VMraeooos, eomnunkaicn with ABS issnere and invesiois. education of 
potential issuers « invtiUxs on marker, snucmral, awft cr legal aspo* of 
securiliglim and ABS deals in Europe. USA and Asia, analysis of ABS 
xecorities-cn ibo ^eccnduy martua for tbe pwporcs of identifying rdmive 
vabiee and nadBng oipomnanea, wstjog wMj US and Asin ABS issoen to 
help them rexkntand and sews* the European espial markers through ibe 
jasuanocrrfABShacL^hy US or A^Coilattsai pools. Salary ne go ca^l e . 
Applicaas. edocato) n pcsqemtiadc degree level should haw a minimani 5 
yeas itimm trenness experience, peffcrably gained whh hading firandal 
houses in New ifiaA and Lmko and have a Adi understanding or die cress- 
hftrtltt. crass counny dimensions of ibe analysis of i n te rn a t io n al ABS and 
snuanred Gnancinp, and an advanced knowledge of structural features, 
bpl and tax a gyrt . sovcieigh and credit iin pK<iii«*t rf ■aw iriilCTrinn on 
b^flMtoi»ecaBoiiricaaI rtra l qwit ic levels. 

Please teriu, encfarbrcfaBcarrinsiam vitae, to baxAVil. 

Flaandal Tutel, Oat Sovthvar* Bridge, Loadoa SE1 DSL 


REPUBLIC OF CAMEROON 
MINISTRY OF THE ECONOMY AND FINANCE 

INTERNATIONAL CALL FOR BIDS 
FOR THE PRIVATISATION OF THE 
CAISSE NATIONALS DE REASSURANCE (CNR) 

As part of its program of restructuring and privatising public and semi-public 
enterprises, the Government of Cameroon wishes to establish a new reinsurance 
company, in collaboration with private sector investors, to replace the Caisse 
National® de Reassurance. An international call for bids is being launched to find 
a shareholder to acquire a majority stake of at least 51% of the shares of the 
new company. The minimum amount of overall capital is set at CFAF 1 Billion 
(FF 10 Million or USD 1 .67 Million). 

Local insurance companies are willing to take a minority stake in the new 
company. They are also offering to support Ihe reinsurance company through the 
voluntary cession of a part of their insurance business. 

Parties seeking to take a majority stake in the new Cameroonian reinsurance 
should be professional reinsurance companies with reputable and financially 
sound backgrounds. The government wilt allow companies without the necessary 
reinsurance expertise to take a majority stake in the new Cameroonian 
reinsurance company under conditions spelled out in the information 
memorandum and terms of reference. 

Cameroon is at the centre of an economic and monetary union (CEMAC) 
grouping six countries in central Africa. Investors will enjoy immediate access to 
the Insurance markets of Cameroon's neighbours. 

Potential Investors can obtain an English or French information memorandum on 
this privatisation project along with a complete package of tender documents by 
contacting: 

M. Samuel Obam-Mbomok 

Director of Economic Controls and External Finance 

Ministry of Economy and Finance 

Postal Box 24 Yaounde 

Republic of Cameroon 

Tel: (237) 23 35 27 or (237) 22 49 53 

Fax:(237)23 35 27 

Or 

Mr Georges Ononemang 
Chief, Insurance Division 
Ministry of the Economy and Finance 
Postal Box 24 Yaounde 
RepubBc of Cameroon 
Tel: (237) 22 21 09 < 

Bids should be received by no later than Tuesday, September 1st 1998 at the 
Ministry of the Economy are! Finance's offices (as above). 

The Minister ol Slate for tho Economy xnd Ftaknco 
LE MNISTTlg DEUEGUE 
Pr. Jmti Haris GANKOU 
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BRITAIN 


POLITICS BLAIR PROVOKES FURY AS OPPOSITION PARTIES ACCUSE GOVERNMENT OF CRONYISM 


Media group chief given job as minister 


Rnanctai Times Reporters 


Tony Blair, the prime 
minister, yesterday provoked 
cross'party criticism by 
appointing Gas Macdonald, 
chairman of Scottish Media 
Group, as industry minis ter 
for Scotland even though he 
is not a member of either 
house of parliament. Mr 
Macdonald was given a seat 
in the Boose of Lords, the 
tmelected upper house. 

Labour backbenchers in 
the House of Commons 
accused the prime minister 
of “cronyism" and opposi- 
tion parties claimed the gov- 
ernment W3S trying to buy 
the support of the Scottish 
media in the run-up to the 


first elections to the Edin- 
burgh parliament next May. 

Tam Dalyell, a veteran 
Labour MP in Scotland, said 
he was “saddened” that none 
of the party’s 50 backbench- 
ers MPs representing Scot- 
tish seats in the House of 
Commons was considered 
good enough for the Job. “It's 
hardly suprising that more 
and more people are accus- 
ing the Labour party of 
cronyfem," he said. “If Don- 
ald Dewar [chief minister for 
Scotland] feels he needs Gus 
Macdonald's special experi- 
ence, why not ask him to be 
an adviser? To appoint frim, 
unelected, as a minister, 
places him outwtth the sys- 
tem of accountability to par- 


liament that is crucial to our 
democracy." 

The Scottish National 
party, which some polls 
show neck-and-neck with 
Labour in Scotland, said the 
move underlined Labour’s 
“panic" ahead of next year’s 
elections. 

Michael Moore, industry 
spokesman In Scotland for 
the Liberal Democrat party, 
said the appointment raised 
“real concerns" about 
accountability. “We have 
now had three industry min- 
isters in the space of a week. 
Businesses most be wonder- 
ing who will be in charge of 
their affairs next week." 

Mr Dewar insisted that Mr 
Macdonald was picked for 


his expertise and that no 
Labour backbenr.bg 1 in Scot- 
land bad a business track 
record to compare. “He has 
detailed knowledge of the 
Scottish business scene 
which few can match and I 
hope this ap pointment will 
demonstrate how much this 
government is committed to 
understanding the real needs 
of Scottish business in 
today's competitive world 
economy," said Mr Dewar. 
“The challenge is to create a 
Scottish economy that is 
knowledge-based and inno- 
vative, with new skills and a 
climate in which, businesses 

Of all Win esUhlidi and 

grow." 

Mr Macdonald, a former 


shipyard worker, said he 
was not a member of the 
Labour party, although he 
had been many years ago. 
But his subsequent broad- 
casting career had required 
him to be non-political. “My 
experience stretches from 
the shopfloar to the board- 
room, with many years of 
reporting politics and busi- 
ness in between,” he said. “I 
feel as if I have served a 
40-year apprenticeship for 
this job." 

It was announced that 
Qiippti Elizabeth agreed 
Mr Macdonald should be 
Tf|ad»» g lord, wmhHrig frFm to 
Sit in parliament without 
being elected. Mr Macdonald, 
57, used to be a journalist. 


Chinese 




COMPANIES 'RESENTMENT AND HOSTILITY’ 


soccer star 




heads to 


England for 
$700,000 


pS Chancellor is 
accused of slur 






The captain of China’s 
national soccer team has 
been rnvftad to move to 
Crystal Palace in London, 
writes James Hanfing in 
Shanghai. The transfer 
would make him the first 
mainland Chinese star to 
play prafossionaJty m the 
UK. 

The London dub has 
offered a transfer fee of 
$700,000 for Fan Zhiyi, the 
29-year-old defender from 
the Shanghai Shenhua team, 
according to officials at the 
Chinese dub. The move 
marks an important step in 
the commercialisation of 
China's fledgling soccer 
industry. A professional 
league was set up in 1994, 
and until now star players 
have been restricted from 
transferring abroad. 

The proposed signing 
comes as Crystal Palace 
seeks to rejoin the 
Premiership after last 
season's relegation, 
regrouping under new 
manager Terry Venables, 
who has previously 
managed the English and 
Australian national sides. 

The deal still needs official 
confirmation, but the 
Shanghai dub has said it is 
willing to let go of the man 
who was Chinese player of 
the year to 1995 and 1996. 

Yu ZhHei, Shanghai 
Shenhua chairman, said he 
had hoped for a better price 
than $700,000, suggesting 
that a reasonable figure 
would be $1m. Mr Yu said 
he hoped that Crystal Palace 
will send a representative to 
complete the discussions on 
the final details. Mr Fan is to 
go to the UK at the end of 
the month. 

The Xinmin Sports News, 




on industry 
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By Robert Chute, 
Economics Edita 
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fan ZWyl. set to be Hie fast mamtand Chinese soccer star to play pmfawlon aM y In the IBC ALLSPORT 


one of Shanghai’s tearing 
sports newspapers, 
yesterday reported the 
planned transfer under the 
headline: "Big General Fan 
sea to fly!" Mr Fan has long 
been in the running for an 
overseas move and has had 
trials with several UK clubs. 
He has previously suggested 
in the local Shanghai press 
that “sending more players 
abroad is a short-out for 
China to improve the ’ 
standard of its football in a 
short period of time". 


To the disappointment of 
China's hundreds of mflfions 
of soccer fans, the Chinese 
national team failed to make 
it to the World Cup finals in 
France this year after being 
defeated twice by Iran in the 
qualifying competition. The 
country’s footbaM authorities 
hope to see the team qualify 
for the 2006 competition as 
part of a "10-year plan" for 
soccer in the country. 

Crystal Palace are also 
believed to have been 
interested in Sun Jihal, a 


defender for the national 
team and member of Dalian 
Wanda dub, China's 
champions. But focal 
newspaper reports say the 
Dalian management has 
asked that Mr Sun ration 
within two years, a condition 
that may block the transfer. 

Chinese footbafler Yang 
Chen, who plays for Beijing 
Guoan, has been invited to 
sign up with a German dub 
for a year, according to 
Xinua, the official Chinese 
news agency. 


Gordon Brown, the chan- 
cellor of the exchequer, was 
accused yesterday of “slag- 
ging off" world-class British 
manufacturers in an attempt 
to shfft the blame for job 
losses and company closures 
from his own economic poli- 
cies. 

Graham Mackenzie, direc- 
tor general of the Engineer- 
ing Employers Federation, 
said he had found growing 
resentment among business- 
people at the chancellor’s 
attempts to pin the blame 
for the factory recession on 
low productivity. 

“They rather object to 
being vilified by a chancellor 
with no experience of run- 
ning manufacturing busi- 
nesses," Mr Mackenzie said. 
“There is quite a degree of 
resentment and hostility.'’ 

In a letter in today's FT. 
Mr Mackenzie is Joined by 
the heads of six other manu- 
facturing trade associations 
in calling on the Bank of 
England, the UK central 
bank, to si gn al that the next 
move in interest rates will 
be downwards. The trade 
associations encompass the 
paper, printing, motor, 

I machine tooL manufacturing 
and electrical engineering 
industries. 

"Recent economic trends 
surveys bear ample testa- 
ment to the plight of our 
respective industries,” they 
argue. “It is therefore dear 
that farther damage would 
result from any measure 
that helped to sustain the 
level of the pound or 
increased financing costs for 
already hard pressed busi- 
nesses." 


The difficulties facing 
manufacturing were under- 
lined by the latest monthly 
survey from the Chartered 
Institute of Purchasing and 
Supply. This Showed the sec- 
tor su&ring its sharpest 
lYmtr ac Hnn Stnra* tbfi pound 
left the European exchange 
rate mechanism in 1992. 

■ Export orders fell for the 
seventh consecutive month, 
reflecting sterbhg's strength 
and weak demand In Asia.' 
Meanwhile, domestic orders 
dropped for the first time 
shy-p the last recession. 

"If this is not a real indica- 
tor of bow bad things are, 
then nothing is,” said Neil 
Parker, at toe Royal Bank of 
Scotland. "If interest rates 
are hfkpri t his week, manu- 
facturers can effectively 
wave goodbye to any sign of 
an upturn.” i 

The Bank's monetary pol- 1 
icy committee meets tomor- | 
row and on Thursday, with 
economists expecting rates 
to be kept unchanged in a 
finely balanced decision. 

John Edmonds, general 
secretary of toe GMB trade 
union, criticised toe commit- 
tee far Jts lack af breadth.. 
*Td Kke to see at least two 
or three people there wife 
direct experience of m aj m : 
factoring and industry," he 
told BBC Radio. . . 

Mr Mackenzie added that 
the chancellor had not dis- 
tinguished between good and 
bad performing companies. 
With the govern m ent trying 
to find a buyer for Siemens* 
semiconductor plant in 
north-east England, "this is 
not the time to be lagging 
off British manufacturing 
industry", he said. 
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CITY OF LONDON INSTITUTIONS REFUSE TO BACK BOND ISSUES IN WHICH BIGGEST FIRMS TRY TO INTRODUCE 'CAP’ 


Accountants and investors in liability dispute 


By Jim Kefly In London 


Institutional investors are 
refusing to back bond issues 
in which the Big Five 
accountancy firms have 
tried to introduce a “cap" to 
reduce their legal liabilities. 

Attempts by some of the 
firms to abandon their tradi- 
tional unlimited liability sta- 
tus when signing “comfort 
letters" relied on by inves- 
tors on certain bond issues 
has upset the City of Lon- 
don . 

“It's a stand-off and we are 
reduced to megaphone diplo- 
macy,” said a representative 
of one big investor. “We 
have got to be concerned 
about anything which might 
interfere with the efficiency 


of these important markets." 

An executive of one Big 
Five firm said: “Capping has 
arrived and is working well 
in many areas - this is a 
very small area of dispute on 
certain kinds of bonds.” As a 
result of the dispute, a Big 


Five firm declined to sign 
the comfort letter on a 
recent issue and was 
replaced with a middle-tier 
firm offering unlimited lia- 
bility. In at least one other 
case an issue has gone ahead 
with the “cap" included, but 


the institutions claim the 
clause “slipped through" due 
to the speed of such issues. 

It is unclear how many 
“caps” have been included in 
contracts and whether all 
the Big Five firms are follow- 
ing the same policy. 


The dispute is the latest to 
upset a campaign by the Big 
Five to restrict what they 
see as the unfair risks they 
face under liability laws. 
Earlier this year they fended 
off an investigation by the 
Office of Fair Trading by 


Ministers consider spreading burden of damages when companies fail 


The government has 
signalled its intention to 
examine spreading the legal 
burden of damages when a 
business fails, Jim KsUy 
writes. The move would be 
part of a radical overhaul of 
company law. 

Auditors, who complain 
that they often end up 
paying most of the damages 


when a company collapses, 
because of cisrent Habflity 
laws, were hoping for an 
early announcement that 
they could expect refor ms. 
But the Department of Trade 
and Industry is lately to 
indude the issue in a wider 
review of liability regimes. 

Auditors have been 
campaigning for a decade to 


win fundamental liability 
reform but they win now 
have to wait until at least 
2001 , when a government 
policy paper is expected. 
“The time-frame Is a bit 
disappointing, especially in a 
recession. We will have to . 
five in hope that another 
string of disasters Hire those 
in the early 1990s does not 


come along, " said a leading 
auditor. Auditors had hoped 
the DTI would sanction 
removal of the law which 
prohibits them from limiting 
their legal RabStty. Instead, a 
system of proportionality is 
suggested, under which 
damages could be shared 
between directors, advisers 
end auditors. 


striking a deal with the ven- 
ture capital industry in 
which . they abandoned a 
blanket liability cap but 
established too principle of 
capping. 

The big toma are under 
pressure from the govern- 
ment’s Department of Trade 
and Industry to restrict risks 
by contract before the gov- 
ernment considers far-reach- 
ing reform of the liability 
laws. 

The Big Five suspect that . 
the present row has blown 
up partly because other par- 
ties involved In such trans- 
actions, such as investment 
banks, are worried that if 
the accountants succeed in 
Tjmittng- liability their risVn 1 
will grow. 


NEWS DIGEST 


INTERNATIONAL ASSgrMAHA SEMBfT 


editing tbs' finance sectioh of 
the Edinburgh-based Scots- 
man newspaper before mov- 
ing on to present television 
p r ogramme*: Be Says fife pri- 
orities win be to form a gov- 
ernment policy to encourage: 
entrepreneurial talent in I 
Scotland, where there are 3 0 
per cent fewer business i 
start-ups per year in propar- j 
Hon to the pop ulation than 
jn Kngjarvl 

Mr Maorfonalrf also empha- 
sises the importance of 
industrial “dusters" of com- 
panies in industries such as 
biotechnology and engineer- 
ing to Scottish regions. 
“There are a number of 
things that I want to get up 
to speed on," be says. 1 


Staff, time zone and laws 
attract firms to London 


Ovemoas companies own UK fond managers with . 

between 35 and 40 par cent, of Trie assafa managed otf Of 

London, the Institutional Fond Manages Association 
reported yesterday. Stephan Tanner , drector-generaJ, said 
the percentage had Increased over the past tew years as 
overseas companies bought UK-basadfond managersor 
sat up international Investment operations in tteCtty of 
London. He sard foese companies were attracted by toe 
avafiabflity of skilled Investment staff, the time zone and a 
currently benign regulatory framework. "[These figures] are 
a dear recognition that fe best done in London, said Mr 
Tanner. Responses to the association's annual surrey 

revealed that some E^164tm « now managed ty City- 

based firms, up 83 percent in a year. A quarter erf the 
total is managed from the companies’ overseas offices. 
Jane Martinson. London 


EXTRADITION proceedings 


Ex-MI5 man waits in Paris jail 


David Shayler, a former officer in the UK’s M15 security 
service who has accused foe secret services of Ineffi- 
ciency and dvH liberties breaches, feces several weeks m 
a Parisian prison, pending extradition proceedings. John 
Morris, the Attorney General, has authorised prosecution 
of Mr Shayler for breeches of the Official Secrets AoL In a 
series of interviews and newspaper atictes over the past 
year, Mr Shayler has accused his former employers of 
ineptitude ovtir handling IRA Intelligence relating to terrorist 
attacks and of fading to pass on information about a 
planned bombing of Israel's London embassy. Mr Shayler 
was remanded in custody following his arrest in a Parte 
bar on Saturday. 'He is the subject of a process under 
French law in which a request from the British authorities 

for extradition wfU be considered and then a decision 

male," said the French public prosecutions body. Robert 
Poston, London 


LONDON MAYOR ELECTION 


Leftwinger publishes manifesto 


Ken Livingstone, the leftwing Labour MP, said yesterday 
he would not stand for the new office of mayor of London 

unless he was chosen as the Labour party's official candi- 
date. He was speaking after he published a five-page per- 
sonal manifesto that wRi do nothing to diminish the party 
leadership’s determination to prevent him being chosen as 
the party's candidate, despite ins popularity. "I would 
never stand against a Labour candidate and f would never 
consider leaving the Labour party, and that's what you'd 
have to do." Mr Livingstone tdd BBC Radio. 'I’d stand 
and fight my comer in the Labour party." Mr Livingstone 
was the fast leader of the Greater London Council, the 
London-wide authority abolished by Margaret Thatcher's 
Conservative government In 1986. The new post of mayor 
will cover an of London except the City, where the 
long-standing post of Lord May or wifi continue. Andrew 
Boiger, London . 


TRADE DEPARTMENT 


Portfolio reshuffle announced 


Ministerial responsibility for inward Investment at the 
Department of Trade and industry has been transferred 
from ten McCartney to Barbara Roche in a reshuffle of 
portfolios announced yesterday by Peter Mandebon, the 
new chief minister at the department The main change is 
that responsibility for science and space has been moved 
from John Battle, the industry and energy ministar, to the 
new jmior minister Lord Salisbury. Mr Manddson has 
brought with him responsibility for the Millennium Dame 
whHe Margaret Beckett, his predecessor, wflt continue to 
oversee policy towards the millennium bug computer prob- 
lem. David Wighton, London 


CREUTZFELDT-JAKOB DISEASE 


Four deaths in first half of year 


There were only fou deaths during the first half of this 
year from the new variant of CreutzfeWt-Jakob cflsease 
which is (inked to BSE (mad cow efisease), according to 
figures released yesterday by the Department of Health. 
Ten people had died in 1997, 10 in 1996 and three in 
1995. Although the statistics appear encouraging, medical 
specialists say It is still too early to oondude that there wiH 
not bean epidemic of human brain disease, “if the disease 
has a very long incubation period, the early stages of an 
epidemic could be patchy with the figures going up and 
down for five or 10 years before the trend becomes dear," 
Roy. Anderson, professor of epidemiology at Oxford Uni- 
versity, said yesterday.- Cfive Cookson, London 




Odeon in $825,000 branding 


The Odeon cinema chafe is being launched as a brand, 
with the akn of creating a-demand for going to an Odeon, 
rather, than going to the cinema: Richard Segal, managing 
director, of Odeon Cinemas, said: "The Odeon brand has 
enormous heritage, people associate Odeon with cinema." 
Odeon is esti ma te d to be putting about £51X3,000 
($825,000) Into its first brand-buikttng advertising cam- 
paiga Brian Bcylan, chairman of corporate identity consul- 
tancy Wolff Olfos, which created Odeon's new design, 

argues foat there is the scope for creating brand loyalty 
among dnemagoers. Alison Smith, London 


Designers prepare assault on shoppers’ senses 
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Consumers can be attracted with sound, 
touch and smelt according to innovative 
branding techniques. Alison Smith reports 


F or Mother’s Day this 
year, Swatch produced a 
limited edition rose- 
scented watch In packaging 
shaped like a vase. The 
Swiss company also offered 
a "mother-in-law” version 
with mock thorns on the 
strap. The watches demon- 
strate the impact that can be 
made by design directed at 
senses other than sight 
"About 10 years ago we 
produced three watches with 

tr® rrnflrn RhipITh." fiavfi Nick 


Day watch is our most suc- 
cessful yet, A watch is very 
emotional - you either give 
it as a gift or wear it to said 
si g na l s - and perfume gives 
people an additional possibil- 
ity." 

Geoff Crook, director of 
the MA design studies 
course at Central St Martin's 
College of Art and Design in 
London, says the watches 
show how a product can 
fake advantage of “sensory 
design" - designing products 


he believes is often missed. 
“If you look at a retail envi- 
ronment. typically there are 
the same floor tfles across all 
the thousands of square foot- 
age; the sound Is just muzak 
or advertising messages; and 
in terms of touch there is 
nothing distinctive until you 
start picking up the prod- 
uct'* 

He sees no reason why 
consumers would not 
quickly pick up sensory mar- 
keting cues in the way they 
already understand visual 
marketing. 

"If you take the banks and 
other ffnaneifli institutions, 
for example, they all have 


questions of established 
brands - what does Lloyds 
Bank smell like? What does 
it feel like?" 

Mr Crook leads the col- 
lege's work in this area. It 
has begun with an assess- 
ment at the dements of sen- 
sory design already in use. 


T he pace at which sen- 
sory design can evolve 
awes much to advances 
in technology. These make 
possible innovations such as 
an email that sets off a sen; 
sory response when it is 
received. 

But retail environments 
that appeal to more senses 


1 »— — * fc/wm viRa], 


with model cows in the dairy 
department that moo every . 
10 to 15 minutes. The com- 
pany says it wanted to 
“introduce a bit of theatre" 
to slumping.. Malcolm Kehoe, 
-general manager of one of 
the stores, says Tesco felt 
adding specially created axo-- 
zoas would be “underhand".. 

Tesco .also . rejected the 
idea of wafting the smell of . 
mulled wine through its 
wine and spirits section, 
believing that consumers 

would think it ar tificial 

But the group is aware of 
the role that scad can play: 
“When we make freshly 
squeezed orange juice in the 
frnft and vegetable area, that 
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Serna andproffabUtr. mooing cows at a Teaco store that participated ki the experiment 


Sensory design may seem 
the natural approach, for hol- 
iday shops, winch could use 
the sounds and scents of 
exotic locations. But Thomas 
Cook, the travel agent, has ' 
found that the technique has 
a araafar effect on staff than 


opened this year, has several filled with lights, sounds and 
sensory design features, scents that have been care- 




"The whole - design of the 
building is intended to 
encourage and motivate 
those dealing with calls," 
says John Morris, director of 


fully selected to create a 
pleasant atmosphere. 

"It is intended to douse 
you in 'a feeling of travel.” 
Mr. Morris -says. “There 


Thomas Cook direct bum- might be fire sound of waves 


' -;=ar.' 
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MAN AGEMENT HONG KONG'S SURVIVAL TACTICS 




MANAGEMENT & TECHNOLOGY 


Capitalising on a crisis 



Louise Lucas finds aireyitafisecl, ImovatK© sf»it in the community that is 
oeaiing wren the economic downtiirn and even turning ft to advantage 

Hong fe«*-to-face contact. Bat the. for two or three-year cycles, bul 
PeopIe downinm has activated interest retailers have "been able to nego 


_ T _^, a ^ s PeQding less on cne finanw* house Is saidtc 

popping: The outJQt that cut its monthly 

^ V f I) * en placed is HKS&m (DS$L2m) bv more 
^^t?^^ 0rtafthe,1?rdn,l,ei two^nis by replacing 
s«rtto the cleaners and made to trips with tetefxmfecradng. 

But S f a ^ HL Besides travel wag? and rent 

i tad “ ews fOT bais been obvious candi- 
S® eood for dry dates for pruning. Both tend to 


f ace-to-fa ce contact. But the. for two or three-year cycles, but 
downturn has activated Interest retailers have "been able to nego- 
one finance house Is said to have tiate reductions of about 20 to SO 
cut its monthly travel budget of .-per cent - or have moved. 
HKSBm CDS*L2m> by more than Joyce BoatiQae Holdings, 
two-thirda by repfactog some tgaaa rhe t pur ve y or <rf Prada and 


h£r M f^'' Wh0 ***** ^ of the downturn in Asian 

SJJJSJ ^ U* Hraig capifal markets was greeted by 

%*”* ^chise for Jeeves of Job cuts to the finance houses. 
Bdgravia - expected little prob- - Some atgoe that eristiiw wages 
lem raising a loan for expan- need to be cut for Hong Kong to 
su j? m _ remain t xanpetiU ve; others dis- 

^ borne 23 meetings with bankcre pute this. 1 *if I don't think staff 
later, he was sadly disappointed: are justified I wifi simply ask 
^rney all listened politely and them to go," says Benny Luk. 
said, “That’s retail business in senior manning aiimw ot Tul- 
Hong Ktmg. We've been told to tett& Tokyo Forex Intemalfonal 
cut down on that*." the money brokerage 

Rather t han give up. he ‘ Relocation or reneeottatiflh of 


.Anotod, shilled its flagship store 
across read and mnnogod to 
save itself HKSraa a year. 

Finance houses are also capi- 
talising' on . the glut of supply 
being built even as markets fan 
Tufldt & Tokyo fbrex- Interna- 
tional ts relocating from the 
Hongkong Club Building to tire 
new Cttic Tower. • 

Mr Luk believes the move will 


pute this, 'if I don’t think <rfnff result in substantial savings: the 


are justified 1 will simply ask 
them to go," says Benny l-uk. 


space is two-thirds of the cost at 
the existing building, and there is 


s eni o r managing director of Tul- .a rait-tree period thrown in. 


lett & Tokyo Forex IntprrMtkwnl. 
the mooes brokerage. 

Retocattcn or renegotiation of 


decided to try to raise funds tenancy agreements is a more 


through a bond issue: And be favoured 
determined that none of the woiid’s j 
banks, which had rejected his to the 40 
loan application, would have so prices. H 
much as a sniff at underwriting 
fees. He would do tbe whole 
thing himself, targeting dry- - Ah 

cleaning clients and cutting out 

the - banks entirely. wc? ' 

Whether the bond does -the ^WR- 
trick remains -to be seen. But ' 
what is clear is. that a host of ' 

companies, both small and large, 
are taking similarly innovative V 

steps to overcome - or even ) 

profit freon - the ravages of the A 

Asian financial crisis. . . . L 

For companies operating in the ^ 

region, the effect of the crisis has 
taken a ton on profitability. ' 

Meanwhile the subsequent 
liquidity crunch - imposed by a 
mix of high interbank rates and 
hanks that have grown wary of 
exposure in the region - and fall- 
ing stock markets have made It 
harder to access funds. 

Some efforts to overcome finan- 
cial problems concentrate on the 
cost-saving side. Outsourcing, 
which as a trend has lagged - 
behind the west, is now catching' 
on. Travel budgets are being cut 
in favour of teleconferencing. 

Some companies are addressing 
toe capital shortage issue by set- ' 

Hag up their own fiaahrfag or 
leasing arihs. 

Compaq, the computer com- - - 
pany, had already planned to 
launch its leasing unit in the 
region, but concedes that the tim- 
ing was “very lucky”. ’ 

“It’s definitely hdpfiil to us." 
says EDen Wang, business devel- 
opment manager ^for Compaq,.-: .-r ~ 
Capital. “TJnda: the'cmrent sitaa- ^ 
tiah, a krf ofcrahpaMefi kre sHarf^^^'"' ‘ ‘ 
in cash and looking towards -A 

other ways of financing.^. * . r 

Another service, which has wit ■ 
hessed huge extra demand In fire 
wake of tbe financial t urmoil; ' is 
teleconferencing, which finance '■ 
houses snob as Credit Lyonnais - 
Securities Asia are unng to slash 
travel budgets. 

: to the DS. telecorderencmg is a 
US$lbn business; in Asia it is 
tiny, not least because of a cul- 
ture that sets great store by 


favoured ploy as landlords of tbe 
world's pri ciest, real estate adjust 
to the 40 per cent fan in property 
prices. Rents are generally fixed 


Rent-free periods are rife: 
blue-chip anchor tenants for 
Cheung Song's new skyscraper 
on tbe rite of the old Hilton Hotel 
are befog solicited with promises 
of a year or more rent free, 
according to market sources. 

Hotels, which have taken a 


double -bit from the economic 
downturn and tbe dearth of tour- 
ists, are also fighting back with 
innovative strategies. One idea is 
to offer “pampering* weekends 
for local residents: these can 
indude anything from massages 
to door-to-door delivery, by 
Rolls-Royce. 

The Peninsula, grande dame 
among the territory's hotels, 
charges HKg.325 for two tor a 
luxury weekend. Even with 
American breakfast thrown to It 
is not cheap but the hotel says it 
is proving popular. 

The Holiday ton Golden Mile 
has gone further by offering a 
24-hour hotel stay free of charge 
to couples who collect a newspa- 
per coupon and spend HK$899 or 
more on food and dr ink’*. 

Lean times demand radical I 
solutions, and for those with a 
flair for frmnv-iai innovation they 
could spell a whole new basis for 
doing business. “This forced us to 
crane up with a more creative 
solution,” says Mr Mersxei at 
Jeeves. '“We are going to get into 
a position where we don't need 
the banks.” 






Ikwlwconst n ictlo m a woilcer al l lehr' s Martkipen ptant pute the flnlthlno touche* to aroeeftkw tool Stefan Booms 

TECHNOLOGY MACHINE TOOLS 


When precision is 
too close for comfort 


Peter Marsh profiles Heller, the German company 
with a global reputation for accuracy and flexibility 



Co ^ 


J: 


JA? 


WKM Most engineering 
companies do all they can 
■nil to increase the accuracy 
of their products. But at Heller, 
one of the world s biggest 
machine tool companies, soft- 
ware experts have to distort the 
computer code inside some 
machines to m»k» them less pre- 
cise. 

The changes to the controls of 
machines exported to particular 
countries are required undo* the 
Wassenaar Arrangement, a 28- 
nation body. It monitors the 
trade of “dual use” equipment 
that could have a military appli- 
cation. such as helping to pro- 
duce high-accuracy centrifuges 
needed to purify uranium for 
nuclear bombs. 

Berodt Heller, managing direc- 
tor and part-owner of Heller, says 
tbe need to satisfy such interna- 
tional controls can be a problem. 
*The extra software pushes up 
costs,” he says. The restrictions 
apply to different countries, 
depending on tbe technology- 
being exported. Brazil and India 
are believed to be included. 

Tbe requirement underlines 
the technological prowess of 
Heller, one of a handful of 
ma rhino tool makers worldwide 
that can combine high flexibility 
of tools with extreme accuracy. 
The most precise Heller 
Tnarhino* can shape metal parts 
- which to an orthodox situation 
could end up in a car engine - to 
a tolerance of l micrometre (one 
millionth of a metre). 

■■ The warMrwn can «i«> switch 
over quickly between different 
jobs, selecting automatically 
from up to 160 tools. 

: For these systems, the “chip to 
chip” time - the gap between 
consecutive operations to cut 
“chips” of metal from a compo- 
nent - can be as little as 4 sec- 
onds. This is considered close to 
the limit for matching precisely 
the position of the tool in relation 
to the part 

Heller expects sales this year of 


about DM.Vxim i$27rmi. about 
half from machining centres - 
tools that perform many tasks. 
The rest of the sales will be 
mainly specialist transfer lines 
and crankshaft nulling systems 
for tbe automotive industry. 

About half the revenues will 
crane from Germany, whine the 
company has its principal pLmt 
at NUrtingen near Stuttgart The 
rest will come mainly from other 
European countries and the l T S. 

Like much of the world 
machine tool industry. Heller suf- 
fered financial problems m the 
early ldtvts after a slump in 
investment by many large manu- 


Early next decade, 
for the first time in 
its history, someone 
other than a Heller 
will run the company 


factoring customers. The compa- 
ny's sales hit a low or DM270m in 
1994, forcing Heller to cut 400 
jobs at NQrtingen. The plant now 
employs 1.400, out of a world 
total of 1.900. 

Mr Heller say's the company 
has recovered through a combi- 
nation of strategies, helped also 
by better world economic growth. 
He runs the company with his 
brother Hubert, both descendants 
of the brothers who founded it in 
1894. The family still owns 70 per 
cent of the company, with the 
rest held by a Stuttgart-based 
investment group. 

The company has developed 
new variants on its machines to 
increase their flexibility to fit in 
with demands by customers to 
make a wider range of products 
in shorter manufacturing runs. 

This particularly applies to 
transfer lines - collections of 
machine tools that are linked by 


i-unwyurs for carrying parts - 
which can rust up to DM® to. A 
decade ago they were built 
mainly n< make a single set uf 
components, such as for a car 
braking system. When the type of 
braking system changed, owing 
to a switch to a different unxM. 
the transfer line hail tn bo 
rebuilt. 

Because of increasing competi- 
tion and shifts in consumer 
demand, car makers now switch 
more frequently to different mod- 
els. so Heller's transfer lines have 
to be capable of being ■'retimed” 
id produce different parts 

“We win now reconfigure our 
machines fur more quickly tn fit 
in with changes in the market.” 
says Mr Heller. To meet this 
requirement, the company has 
increased its effort tu add a "ser- 
vice package” to sales of individ- 
ual machine tools. This supplies 
engineering know-how and other 
products (such as fixtures for 
holding purls in the nirrect posi- 
tion! that help the customer put 
the system to use. 

Central to this are Heller's 290 
“application engineers”, who 
travel to customers' premises to 
solve production problems. This 
extra sen-ice can increase the 
contract price for installing a 
machine tool to up to DM2m. on 
top of the DM500,000 to 
DM700.000 that the tool itself 
might cost. “Our philosophy is 
that we don't sell just machines, 
but production (knowledge],” 
says Mr Heller. 

As to the future. Mr Heller sees 
no need to change the pattern of 
family ownership. However, early 
next decade, for the first tone in 
its history', someone other than a 
Heller will run the company. 
Hubert Heller is due to retire 
next year, and Berndt, who is 55. 
is likely to step down in eight 
years’ time, with no family mem- 
bers walling in the wings. 

However, that does not worry 
Mr Heller. ”1 am happy for a non- 
Heller to run the company. My 
successor is already here inside 
the organisation - but I am not 
telling you who he is.” 


BUSINESS & THE LAW D EBT R ESTRUCTURING . / 

The international 
rescue packagers 

Clifford Chance played a key role in assembling 

■ a programme to address Indonesia's external ■ credit extend 
debt problem, writes Robert Rice 

■ vi when representatives of eminent decided it should ask The third, am 
KlpL" the Republic of Indonesia the steering committee to widen element of the t 
[|H reached agreement with its remit and look at two public I ndones ian gui 
the Rank Steering C ommi ttee sector aspects of the external forward foreign 
representing aOO creditor banks debt problem - e x te rn al credit to to the privat 
on a comprehensive programme the Indonesian hanking system involved tbe ere 

. . v x ‘ ■ - m rtTwl froHo Tn x n w UmIsTI Tifiht 


to address Indonesia's external and trade 'finance, 
debt problem in Frankfurt in The deal signed in EranMurt 
June, it brought to an end six had three elements to it Tbe fast 
of intense weak for the ■ dealt with the existing foreign 
lawyers of Clifford Chance, the currency exposure of I nd ones ia's 
UK international- law firm. commercial banks, estimated at 

Clifford Chance had worked on approximately $&2bn. which was 
most, of the significant debt to be roBed over far up to four 
restructurings af the 1980s and years. -. 

1990 s taf fc wffn g Poland in 1981, Under the deal Indonesian 


1990s including “ — . 

South Africa in 1386, Bulgaria in hante yffl ofler to ndiang g 
0990 and Rri^ia in 1991. But tins . fore ign enrrency lia bfit- 

was more complex in that it was ^fes fea- hew loans guaranteed by 
the first time a private sector "Bank Indfflw aa with matonties 
debt Of such large proportions .. of on^ two. three and four years, 
had had to be addressed on a J . — . — • — “ 

■’'SSS i.f-w The most Important 

followed months, of detailed negth Involved > - 

tiatlbns between. Indonesia and ei©fw©fW_H I vi>fVea 

lon^d'fomign : . 

exchange-oover tor 

tiie international MaDetary Fima, rwroate sector - 

the World Bank and^tfae^Asan TO pnvaie seuior 

Development Bank. It *"• "" r " 

Tbe iH.tsK win tmr 

of President 

chance was originally 2.75 per cent, 3 par cent, 335 per 
T . an ._i. ,r at fhf> KoHag t cent' and 3^ per - cent rtspecr 
? 1 li^^vM§5rtere3 Bast tt -ttvaly. The idea vras to sjoaad the 
<* on ' maturity KOffle eo that it hal- 

«uaxfs repay 

involved 

Jw asKtog the trade oreditora to 

lems of measures SidoniWMn banks to spend a year 

«n* “f . nstog their-beot offotS mato- 

^f^'^TindoSJto^ov- tam tradefinance at. terete exist- 


tog at- the end of April - esti- 
mated at about $4^bn. Trade 
credit extended under this 
arrangement wifi again be guar- 
anteed by Bank Indonesia. 

The third, and most important 
element of the deal, involved the 
Indonesian government giving 
forward foreign exchange cover 
to the private sector. This 
involved tbe creation of an Indo- 
nesian Debt Restructuring 
Agency (Indra), fully backed by 
foe Indonesian government and 
administered by Bank Indonesia. 

Once indra is established, the 
Indonesian government will then 
f set up a nqdah/dollar exchange 
rate at which it will guarantee 
tiie foreign exc h a n ge risk of tbe 
externa] debt of private compa- 
nies which agree with their credi- 
tors to restructure their external 
debt fera period of -right years. 

' The first three yean will be a 
grace period during which no 
principal will be repaid. . 

- Companies signing up to Indra 
will be entitled to purchase dol- 
lars at the best real 2D day aver- 
age ’market exchange rate occur- 
ring in the first six months of the 
scheme-coming into operation, to 
addition, if. after two years the 
rupiah -has appreciated against 
tiie dollar, debtors will be end- 
tied to the- benefits of the 
.improved rate for the remainder 
of the arrangement. There are 
additional benefits for companies 
sig nin g up before January 1999. 

Indra is designed to help 
relieve pressures on the foreign 
exchange market by offering 
important relief to debtors with- 
. out involving any .subsidy or 
assumption of commercial risk 
by the. Indonesian government - 
which would have been unaccept- 
able to the IMF. ■ 

. But- Clifford Chance stresses 
that while the first two elements 

- of the deal are a restructuring. 



Trouble in stone tbe Chinese community was targeted sp e ciftesMy during the riots fa February. They have since left Indonesia fa droves 


the third element is not Partici- 
pation in Indra Is voluntary and 
requires the consent of both debt- 
ors- and creditors. 

Keith Clark, the senior partner 
of Clifford Chance, who was part 
of the team that worked on the 
deal, says: “It’s a framework 
under which there will be bilat- 
eral discussions between the 
debtors and their creditor groups 
in order to put into place the 
restructurings. If both sides agree 
it makes sense to do ft in whole 
or in part then they’ll do it” 

But he says there are many 
Indonesian companies far which 
the Indra scheme would not 
make much sense. If an Indone- 
sian company is exporting and 
receiving dollar payments for its 
exports it probably doesn’t make 
a lot of sense to go into the 
scheme." he says. 

“One of the difficulties with the 
Indonesian private sector is that 


there is as area which is com- 
pletely bust which can’t do this; 
then there is an area with suffi- 
cient foreign currency to not 
need to do this, such as the tex- 
tiles. oil and wood sectors: and 
then there is an area to the mid- 
dle ground which may find this 
useful. On the current exchange 
rate the majority is completely 
bust." 

One of the other aspects of the 
Indonesian problem that Clifford 
Chance was asked to look at by 
tbe IMF was reform of the bank- 
ruptcy laws. According to Cliff 
Godftey. another Clifford Chance 
partner who worked an the deal, 
the bankruptcy code, which -was 
based on the old Dutch law code, 
was outdated although not too 
bad if applied property. The big- 
ger problem was getting proper 
enforcement by tbe Indonesian 
courts. 

■'Let's just say tbe Indonesian 


courts lacked transparency," he 
says, “so there was a strong feel- 
ing that it was not enough just to 
redo the bankruptcy law." 

In tbe end the derision was 
taken to set up a special commer- 
cial court and put In place a 
training programme for the 
judges. Funding for tbe training 
programme was supplied by tbe 
World Bank and training is now 
in progress. 

I n don e sia is clearly not out of 
tbe woods yet as the latest S7.9bn 
aid package agreed to Paris last 
week underlines, 

“It would be naive to believe 
that with the private sector debt 
scheme in place everything now 
goes right in Indonesia," says 
Keith Clark. “The reality is that 
it will take a long time to work 
through the problems in the 
financial Systran. I don't believe 
anyone thinks the problem Is 
solved yet." 


Much will depend on what hap- 
pens politically, he says, but for 
the corporate sector there is also 
a significant management prob- 
lem to be overcome. Tradition- 
ally, the Chinese have Tanned a 
huge proportion of the middle 
management of Indonesian com- 
panies. But the Chinese commu- 
nity was targeted specifically 
during the riots and they have 
left Indonesia in droves. Some 
Chinese have begun gradually to 
return, but replacing those who 
have left far good will be a diffi- 
cult task. 

Nevertheless, Mr Clark believes 
that reaching agreement on the 
private sector debt restructuring 
inside six months was quite an 
achievement. "Trying to find 
common ground among 800 
banks each with different posi- 
tions and different capital ade- 
quacy requirements was mighty 
difficult” he soys. 
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TECHNOLOGY AUDIOLOGY 


Hearing good 
vibrations 


A California-based 
group has produced an 
alternative to 
conventional hearing 
aids, says Eric Russell 


■KJ|A tiny vibrating device, 
smaller than a rice grain, 
■Ml is bringing benefits to 
bard of hearing people who can- 
not use conventional aids 
because of soreness or feedback. 

The first trials of the Vibrant 
Soundbridge, made by California- 
based Symphonic Devices, are 
taking place in the UK. at Bir- 
mingham's Queen Elizabeth Hos- 
pital and St Thomas’s in London. 

According to Symphonix, some 
15m people in Europe with hear- 
ing deficiencies either cannot 
wear conventional bearing aids 
or do not receive full benefit from 
them. In the US about 26m people 
suiter hearing loss but only one 
in five chooses to near an aid. 

The new device uses a patented 
“Boating mass transducer" which 
vibrates In sympathy with sig- 
nals from an external micro- 
phone. 

This is held on the side of the 
head by magnetic attraction to 
an Implanted receiver. 

The receiver sends electric car- 
rents through a thin conductor to 
the transducer, which consists of 
a coil of fine gold wire surround- 
ing « titanium can or bobbin. 
This creates an electromagnetic 


Southampton University; UK, tel 
(0)1703 595000: Symphonic. US, tel 
001 408 232 0710, Web wwio.sym- 
phonix.com 








. , .. V «.*.* 



FINANCIAL TIMES TUESDAY AUGUSTA. 1998 


MANAGEMENT & TECHNOLOGY 


Gretag 
Imaging 
snaps up 
Fitzgerald 


field and causes a floating mag- 
net to vibrate Inside the bobbin, 
which then moves in an equal 
and opposite direction. 

This movement, in turn, 
enhances the natural vibration of 
the ossicles, to which the trans- 
ducer Is attached, and improves 
stimulation of the delicate sen- 
sory hair' cells in the inner ear. 

The system leaves the ear 
canal and ear drum free to carry 
sound, avoiding the problems of 
conventional hearing aids. It is 
inserted in a standard operation. , 

Symphonic recently started a 
study of the device co-ordinated 
by Professor Mark Lutman at the 
University of Southampton's 
Institute of Sound and vibration 
Research in the UK. He says fixe 
technology has been developed 
only in the past few years and 
Symphonix is the first to market 
the system. 

The first patients report a more 
natural sound quality, an ability 
to localise sound better in a noisy 
environment and an improved 
response to high frequencies. Hie 
system does not help those with 
nerve or bone damage. 

The device has CE Mark 
approval in Europe, but cannot 
be used in full US trials as it has 
not yet been approved by the 
Food and Drug A dminis tration. 


Gretag imaging, the world's 
leading manufacturer of 
photofinishing equipment, will 
need to take some fresh snaps 
for its corporate brochure. 

Less than two months after it 
made its stock market debut in 
Switzerland, it is changing its 
chairman and chief executive. 

Britain's Peter Fitzgerald. 50, 
a veteran Kodak executive, 
replaces William Recker, 56, 
Gretag's US-born chief 
executive, who steps up to the 
chairman's suite on October 1. 
Recker, who helped lead 
Gretag’s 1990 management 
buy-out from Ciba-Gefgy, 
replaces Hans-Rudolf Zulliger, 
63, Gretag's chairman and 
biggest shareholder. 

Zutfiger. who reduced his 
stake in the company from 23.5 
percent to 11.75 percent 
during last month's flotation, 
remains on the board and will 
concentrate on new 
technologies, especially in the 
field of digital image processing 
and on extending Gretag's 
technological leadership. 

Gretag says that Ft incGcated 
at the time of the initial public 
offering that it intended to 
strengthen its leadership teem. 
Fitzgerald's knowledge of the 
photofinishing market and his 
management skills would be an 
Important asset 

Fitzgerald, who qualified as a 
certified accountant with Kodak 
in the UK, has spent seven 
years running Qualex, Kodak's 
wholesale photofinishing 
subsidiary, which serves 
retailers in North America 
Kodak owns 8 per cent of 
Gretag and is an important 
customer. 

It is understood that up to a 
third of Gretag's sales are 
generated indirectly through 
Qualex sates of Gretag 
products to end-users such as 
supermarkets and drug stores. 

Within the new Gretag 
management team Recker wiH 
concentrate on acquisitions and 
their integration, and Eduard 
Brunner, 53, the 
second-biggest shareholder, 
continues as chief financial 
officer with additional 


responsibility for accelerating 
Gretag's development in Asia. 
Matthias Freund, who Joined 
Kodak in Germany in 1971, 
replaces Fitzgerald as president 
of Qualex. 

Gretag’s shares were, floated 
at SFr145 ($95.30) in mid-June. 
Around a fifth of the near 
SFr500m raised rn the IPO was 
used to increase Gretag's 
equity base and the rest went ' 
to leading shareholders who cut 
their stake in the company. 
Wiiftam Hall, Zurich 


Perezalonso 
at Televisa 


V.. 
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PEOPLE ON THE MOVE 


Gilberto Perezalonso has 
come a long way since his days 
as a young cabinet minister in 
the twilight years of the 
Anastatic Somoza dictatorship 
fn Nicaragua. 

When Somoza was toppled 
from power in 1979, . 
Perezalonso fled to Mexico, 
where he began a new life in 
the private sector. 

He rose through the ranks of 
Crfra, a conservative, 
family-owned retail group, to 
become one of the most 
respected and highly paid 
professional managers in 
Mexico. 

At 55, Perezalonso has 
accepted a new challenge: to 
sort out the tangled finances at 
Televisa, the tiling Mexican 
media group controlled by the 
Azcarraga family. 

His appointment as chief 
financial officer, after the post 
had remained vacant for almost 
a year, has raised hopes for a 
turnaround in the company’s 
fortunes. 

Until the death test year of 
Emaio “The Tiger* Azcarraga, 
Televisa had been run as a 
family business, where loyalty 
was more Important than 
efficiency, and where relatives 
held senior management 
positions. 

Televisa, the largest media 
group in the Spanish-speaking 
world,, grew into an iinwietdly 
empire with 20,000 staff. Profits 
dwindled, minority shareholders 
grew restless, and when 
Televisa reported yet another 
quarter of disappointing results 
last week, the share price 
plunged by 17 per cent 

But after three months at 
Televisa, Perezalonso has 
already made his mark: the 


corporate Jets are gone, he has 
slashed 1 ,000 Jobs, put a 
■.number of non-core businesses 
up for sale, and ended the ' ■ 
many privileges^ enjoyed by 
Televisa's soap opera stars. 
Casta, he promises, wifi ten, as 

Televisa becomes a leaner, 
more focused company. 

“What Is a trio?’ goes a Joke 

recently overheard in the 
corridors of Televisa. ‘An 
11-man Mariachl band after' 
passing through Perazatdnso's . 
office* 

Lesley Crawford, Mexico City 


' shipping. Bardwiek was 
. previously managing directorof 
Sar Media Capftal, the 
investment bankers. 

Davfcf Baker, London. 


Moving 

places 


executive of Cooper Cameron, 
a pebtiieum and industrial 
equipment manufacturing ' - 
company. Triton Energy named 
Robert Holland III interim chief - 

executive and set up a search 
committee to find a 


Four to 
Yahoo! 


Yahoo!, the internet company 
founded by two Stanford 
students in 1996 and now 
worth almost $9bn, has made 
four appointments to 
strengthen its European 
operations. Aman da-Jane 
Daniels and Sanjeev Gandhi . 
have Joined the company’s 
European office as director of 
e-commerce and director of 
distribution respectively. 

Shelatne Green hds been 
appointed marketing director 
and Lindsay Cfiff legal director, 
both with responsibility for 
Yahool's European operations. - 

Daniels and Gandhi both . 
Joined Yahoo! from BBC 
Worldwide, the commercial arm 
of the state-run British 
Broadcasting Corporation. 

Daniels was head of safes for 
Europe, foe Middle East, Africa 
and India, and was responsible 
for the BBC's test branded 
television slots. Gandhi was 
general manager of BBC Prime, 
one of the BBC's International 
commercial channels. 

Green was previously 
segment marketing manager at 
Orange, the mobile 
telecommunications company. 
Cliff Joins Yahoo! from BMG 
Australia, the record company. 

Also In the internet business, 
Amazoacom, the online 
bookseller, has appointed 
Jimmy Wright chief logistics 
officer, while Peter Bardwvck 
has joined the board of CBS 
MarkatWatch, the financial web 
site, as chief financial officer. 

WrightjtinsAmazon.com ■ 
from Wal-Mart where he was 
vice-president of distribution.' . 
He will be responsible for the. 
company's distribution centres, 
product purchasing and 


• Gordon Mapp has been 
appointed president of the Air. 
Compressor group of 
IngasolbRand. Mapp Joins from 
Thermo King, the world’s 
leading manufacturer of 
transport temperature control 

equipment Ingsrsofl-Rand 
acquired Thermo King late last 
year. ' • 

•- The divisional directors of 
Siemens' most important area 
of activity, information & 
communication, have been 
appointed. Roland Koch».51, 
wifi head the t&C Networks 
division. He was previously' 
head of the public 
communications networks - 
division. 

.The new l&C products 
division will be headed by Audi 
Lamprecht, 49, who has been 
a member of the board at SN1 
since toe start of the year. 
Friedrich FroescM, 46, will be 
in charge of l&C Services. He 
was previously in charge of 
Siemens -NIxdorf Business 
Services. 

; On the central board, the 
highest dedsterwnaking . 
committee in the group, Volker 
Jung wifi be in charge of the 
three new divisions. On - 
October 1, Horst Langer, 63, 
toe longest-serving member on 
foe ctenlrti^Tianagernent board, 
is to retire. His responsibilities 
will be redistributed. . 

Juergen RadomsJti will be in 
charge of medical technology 
-and Osram, Edward Krubaslk 
will be responsible for transport 
technology, and Peter Pribifia 
wifi take responsibly: for foe 
America region. 

• .Lucent Technologies has 
appointed Sihrano Beghetti 
managing director of its 
operations in fttiy. Beghetti 
joins from PiralH and Is charged 
with leading Lucent’s strategy 
and business in this. Important 
European market 

• Thomas Rnck has resigned 
as chairman arid president of * 
Triton Biergy. Sheldon 
Eriksonj a Triton director 
becomes chairman. -He is 
chairman, president and chief 


Triton said Holland was a 
senior vice-president and 
general counsel at the 
company. ' 

• Monte del Paschi dl Siena, - 
art Kalian regional bank due to. 

•be privatised later this year, has 
named Pieriuigui Fabrtri 
chairman to replace Luigi 
Spaventa. Spaventa resigned to 
become chairman of Italy's 
bourse watchdog Consob. 
Fabrizi. 54, is departmental 
chairman of market economics 
at the Bdcooni business school. 

. • American Express has 
appointed Klaus Lochmann, 

48, general manager of its 
travellers cheque division with 
responsibility tor Europe, the 
Middle East and Africa 

• The Valentino fashion house, 
which is part of the HOP group, 
has appointed Roland Boehler 
managing director. Boehler was 
vice-chairman at Hugo Boss 
and managing director of Jil 
Sander for the past five years. 
Carlo Vergani will retain his 
post of general manager at 
Valentino, which is headed by 
Nicola Nefri. 

• Omnicom Group has named 
Michael Bfrkin president of its 
marketing services and 
speciality advertising division. 
Diversified Agency Services. 
Biridn. 40, who assumes these 
responsibilities from Thomas 
Harrison, the chairman and 
chief executive, has served as 
president of DAS in Europe and 
Asia since early 1997. 

• Jardine Insurance Services 
Canada has appointed Paul 
Murphy president and chief 
executive. He was previously 
executive vice-president 
responsible for the company's 
Calgary and Edmonton offices 
and has overseen toe 
development of Jardine Natural 
Resources operations In 
Canada. 

John Wright who Joined 
Jardine Insurance Services in 
1991, becomes chief operatting 
officer. Chris Stnardo has also 
been a ppointed to the board of 
directors. Previously he was an 
executive vice-president with 
the company and is currently 
president of Jardine OME. 
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When business comes 


to 


banking comes to Iktisat 


In a global economy, the demands of foreign trade finance require 
a reliable partner. A partner with the competence, experience 
and imagination to find the right solution for your opportunity. 


As Turkey’s full service merchant banking group, Iktisat has the 
resources, professional organization and technology to make fast, 
informed decisions to meet your trade finance needs. 


And people with the commitment to building relationships that* 
lead to success. 


Find out why Iktisat is the choice in Turkey for more than 
1,500 correspondent banks around the world. 


iKTiSATB 


Trade Finance Since 1927 


Please call Mrs. Nebahat Timur Tokgoz A.G.M, International Banking 


Head Office i Buyukdere Cad. No. 165 Esentepe, 80504/JstanbuI 
Tel : (90), (212) 274 11 11 Fax : (90) (212) 27470 28 
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THE ARTS 


eonBITION BRUCE NAUMAN 



an 

art out of 



The work may be 
hard to take, but 
the sudden shafts 
of beauty are 
breathtaking, writes 
Lynn MacRitchie 

It is not easy to look at the 
work of Bruce Nauruan. His 
install a tions do not set out 
to seduce the eye or Awt-Ia 
the mind with technology. 
The people who appear, in 
his videos and films . nfftm 
the artist himwpif are noth- 
ing special to look at, and do 
nothing to make themselves 
engaging. They drone on 
repeating banal phrases, -or 
shout and hector and swear. 
Sometimes they Call flat an 
their faces or cheat at 
or beat each other up. Some- 
times, when the soundtracks 
of the different works are all 
babbling and yelling over 
each, other from room to 
room, it gets hard to stay in 
the gallery, hard to be at the 
heart of so much futility, 
aggression and pain. 

It can be bard to look at 
the work of Bruce Nauman, 
but it is essential For if the 
definition of a great artist is 
one'who sets the agenda for 
others, he is one of the great- 
est artists of the latter part 
of the 20th century. Indeed, 
some of his slighter; ideas, 
picked up and reworked by 
lesser artists when he him- 
self has moved on (making 
casts of parts of his body, for 
example, or of the space 
under a chair) have been 
enough to sustain others’ 
whole careers. His influence 
is everywhere, from the 
Turner Prize to ‘■Sensation’*: 
for younger artists, be is the 


bass, the main marynn grow, 
tion. 

Bnt he isn’t there, partying 
with tiwww at the latest hip 
bars in London or New York. 
No: bora in Feat "Wayne. 
Indiana, in ISO, he prefers, 
to remain far from the art 
world hustle, in Gallsteo, 
New Mexico^ where he 
lived since 1989 with his 
wife, the painter Susan Rotij- 
enberg. Out there, where he 
also spends part of Us time 
training horses, be is free to 
weak jnst because be has to. 
It has always hem the need 
to make art which has 
driven him; he little 
regard far formal or aes- 
thetic considerations. On 
giving eg) painting in 1964, 
he commented: “I was inter- 
ested in what art can be. not 
just in what pointing can 
be..." 

This doesn’t mean that be 
is solemn: far from it The 
red and yellow neon sign 
which faces visitors as they 
enter the Hayward may pro- 
claim "Run from Fear" ww 
moment, but the next it has 
switebedto read "Fun from 
Rear". This is fanny, cer- 
tainly, but it is also disturb- 
ing. What does be mean, 
“fun from rear"? Is this a 
recommendation, a com- 
mand or a warning, a d pwi 
that words cannot be 
trusted, that' their wMwtng 
isn’t While looking at 
the sign, the viewer is simul- 
taneously aware of a huge 
bead, projected an the end 
wall to the left, spinning 
round and round mumbling 
"OK, OK. OK, CK. OK..." 
The blurry face, the artist’s 
own. looks tired, crumpled, 
but also eerie, so much 
larger than Hfe size, bathed 



Nauman’s influence Is everywhere, from the Turner Pitre to the Royal Academy's ‘Sens e Ooo 1 n httftto n: Wide Spinning', 1082 


in a jpmpbsb. greebtehtight 
Repeated again and again - 
the face is projected on to 
two walls, as well as shown 
on two pairs af monitors — 
“OK, OK. OK. OK, OK" 
doesn’t sound soothing any- 
more, but frightening, tragic, 
a mantra for the futility of 
Me. 

None of Nauman’s large- 
scale sculptures are in the 
show, which is a pity. These 
terrifying constructions of 
plastic moulds of *nim»i car- 
cases. steel girders and 
inverted chairs show the 
more baroque, theatrical 
aspect ofhis work, an impor- 
tant strand in its later devel- 
opment Some of the video 
works at the Hayward dem- 
onstrate this interest in the 
theatrical, using actors, 
fclowns and tricksters. In 
"Clowp Torture," 1987, a 
clown in full costume sits 
endlessly on a toilet, flicking 
through a magazine while on 


the adjacent walls and moni- 
tors others tell terrible jokes, 
open doors and have buckets 
fall on their heads. Far from 
being funny, these clowns 
are hideous, banal and bor- 
ing, which in the end 
becomes funny in itself. But 
the laughter is undercut by 
dread - is this what we. too, 
could belike? 

In the next room, in "Falls, 
Pratfalls and Sleights of 
Hand," 1933, the camera 
stares blankly as profes- 
sional tricksters go through 
their paces. Blown up in 
grainy slow motion on the 
gallery wall, we can fed the 
bone juddering crash as the 
pratfall man, finally step- 
ping an that lurking banana 
skin, goes down. 

But it is not just the pro- 
fessionals who fall. Next 
door. In “Violent Incident," 
1986, 12 monitors stacked 
three high show two couples 
about to have dinner. Except 


that they never quite sit 
down. As one woman pre- 
pares to sit. her male com- 
panion yanks the chair from 
under her. Picking herself 
up after crashing to the 
floor, she hurls herself at 
him. kicking, swearing, stab- 
bing. The couples fight with 
savagery until each is beaten 
to a standstill. The tapes 
repeat, again and again, like 
the down tape’s awful joke. 
"Pete and Repeat were si% 
ting an a fence. Pete fell oft 
Who was left?” Work it 
out... 

Monitors dotted through- 
out the exhibition show Nau- 
man’s early video tapes and 
films from the mid-1960s 
which were influenced by 
John Cage, Mace Cunning- 
ham and Meredith Monk, all 
of whom liked to work with 
simple everyday sounds and 
movements to create music 
and dance. 

These early pieces, in 


which the artist film* him- 
self repeating simple actions 
- takin g a step with (me leg 
held stiff, walking around a 
square drawn on the studio 
floor and so on - wamim* 
the basis of our physicality, 
and provided the skeleton on 
which he could build the 
later pieces which examined 
Iwium relationships them- 
selves, also based on repeti- 
tion. "You talk. HI listen, HI 
talk, you’ll listen.” say the 
weary faces in “World Peace 
(Projected)” 1996. Hear this 
often enough and the effect 
is not to make us believe 
what the tn Tiring homlt are 
saying, but to confirm that it 
isn’t true. 

But it’s not all despair. 
In “ANTHRO/SOCIO". 1991, 
which fills the mu hi upstairs 
space, the projected head 
of performance artist Rinde 
seems to address the viewer 
more directly. "Feed me. 
heal me. anthropology." 


he chants, making eye 
contact. "Help me, hurt me. 
sociology.” he replies to 
himself from the other 
wall, echoed by his smaller 
heads on pairs of monitors, 
setting up a call and 
response af hArmonic reso- 
nance. This work, with the 
performer's bald, golden 
crown glooming like the .sun 
as he declaims our basic 
needs. looks beautiful, its 
musical pitch sounds almost 
hopeful . . . 

Back downstairs, the huge 
neon piece "One Hundred 
live and Die”, 1984, seems to 
make a similar point. One 
hundred phrases using the 
words “live" and "ilie" - 
“Scream and Die", “Sing and 
Live". “Fall and Die”. “Try 
and Live” and so on - flash 
on and off one after another 
in random order. Eventually 
all light up together, filling 
the dim space with a sudden, 
rosy glow. 


It Is so welcome, such a 
relief, this moment or illumi- 
nation, that each Ume I have 
stayed tu watch, knowing 
that this brniMm will even- 
tually crane, other visiters, 
strangers sitting by me. sur- 
prised by the sudden radi- 
ance, have been startled Into 
speech. “I hope you don't 
mind my talking to you, but 
it's so lovely 1 just have to 
say so to someone.” one nun 
explained, startled at his 
own sudden need to 
acknowledge beauty out 
loud. Not many artists can 
achieve that. That Nauman 
can, that at the heart or his 
unrelenting engagement 
with fully and despair, 
beauty can still be found. Is 
confirmation of his great- 
ness. 

Brace Nauman, Hayward Gal- 
lery, London SE1 tmtfi Septem- 
ber 6. Sponsored by Bede's 
Bier. 



Americans broaden ballet horizons 


DANCE 


CLEMENT CRISP 


Savouring the choreography: 


Mufr 


Now York Britt Stas 
Qnem BzabeOi Hafl, London SE1 

Once upon a time - and that time not 
too far distant - ballet companies were 
able to tour abroad and not feel that 
the final date on the tour was 
bankruptcy. Once upon a time London 
was & regular point of call on such 
tours, and audiences could afford, and 
were pleased to afford, to give these 
visitors devoted attention. 

Today, dreadful costs have restricted 
such eye-opening, mindriawning viats 
to the big Russian ensembles and our 
artistic horizons get narrower and 
nearer. Small, wen-considered concert 
groups are an answer, and a welcome 
one, as last weekend's visit by a group 
of New York City Ballet dancers 
proved. 

An praise to Antonia FTa n ceschi . a 
former New York City Ballet dancer, 
far having the wit to organise this 
four-day season. The repertory was. 
save for one stinker, admirable: the 
d n m fl p g splendid; t he effect 
invigorating. The ballets and dancers 
may have been for from their native 
heath at the State Theatre in New . 
York, hut the Elizabeth Hall’s stage, 
grubby though it looked, did not 
hamper them. 


Apollo to begin, and rightly so. since 
aD the dancers save American Ballet 
Theatre's Amanda McKerrow (a fine 
Terspsichore on this occasion) come 
from Balanchine's school and 
company. The key to the work was 
Peter Boal as Apollo. Boal, whom 1 
have greatly admired since his debut 
more than a decade ago, gives a 
magisterial reading. Aristocratic in 
style, he. shapes the dance with 
exceptional force - there is a bright 
edge, a sharp impetus to every phrase; 
a largeness to each gesture - and the 


not a little sugary, and so. alas, are 
stretches of Wheeldon’s dances, but 
Imagination and wit keep breaking in 
to remind us that Wheeldon is gifted, 
and has an eye for lines of giovement 
that suddenly touch the min d so that 
you think: “Oh, how right, how 
anginal". It is all a hit too “lyrical" - 
which is to say droopy - for my taste, 
but the craft is there, and it was 
admirably >1anced. So, too, was some 
indefensib ■ tosh by Ulysses Dove, set 
to an abonv nation of a sound-track by 
Richard Einhora for electric violin. 


The repertory was, save for one stinker, admirable; 
the dancing splendid, and the effect invigorating 


role seems to burn with the young 
god’s nasc e nt energies. And how good 
to see the precision with which each 
least movement is drawn: few other 
Apollos in my half-century with this 
ballet have so savoured the 
choreography for Its variety of pulse 
and dynamics. Though, boasting ever 
so slightly. I did see Serge Ufor - for 
whom Balanchine made the part in 
1928 - recall the opening phrases of the 
piece with thrilling emotional power. 

There followed three shorter pieces. 
Christopher Wheeldon has made a new 
quintet (3£2xn) to an early adagio for 
string quartet by Webern. The music is 


(Old Nick does not play Tartini or 
Saint-Saens. He knows the agonising 
suitability of an electric fiddle and Mr 
K ln hor n's banalities). Danced 
magnificently by Helen Alexopoulos, 
Wendy Whelan, Peter Boal. Albert 
Evans, the piece fed vamp iri rally from 
their skills, and should be railroaded 
out of civilised society. To cleanse our 
palates and minds, Balanchine’s 
Tchaikovsky pas de deux, danced with 
the sweetest good manners by Kelly 
Cass and Benjamin Millipied - 
everything dean. sure, lightly touched 
'by virtuosity, and fine. 

To dose, a ballet by Christopher 


d'Amboise made for last year’s 
Diamond Project - an annual spring 
celebration of new works by the 
company. Set to Philip Glass's violin 
concerto, Circle of Fifths is the most 
mature and most assured piece I have 
yet seen from d'Amboise. He pays his 
dues to his pedagogues, Balanchine 
and Robbins, but he understands his 
score, shows that he can master its 
minimalist devices, finds in it incident 
as well as form that feed his 
choreography. 

The result is a fascinating and 
constantly rewarding work. It is 
centred upon Wendy Whelan, Peter 
Boal, Albert Evans, whose 
relationships are as much dynamic as 
emotional. Gestural incidents recur, 
the men seeming to define the shape of 
Whelan's body, activity mirrored and 
repealed between the three, an 
attendant group uf four couples os 
chorus and amplification of ideas. The 
sum effect is of fluent neoclassic dance 
which shares a common purpose with 
its score, happily exploring its 
atmosphere and its structure. It is. 1 
think, a notable achievement. It was, It 
goes without saying, beautifully 
danced. To all the artists, to 
Franceschi, thanks, and more thanks. 

And now - why doesn’t the Royal 
Ballet, in these uncertain days, do 
something as enterprising and 
economical, and artistically 
worthwhile? 


INTERNATIONAL 

Arts 



EDINBURGH 

EXHIBITION . . . 

Sc o tti sh National Gaflory of 
Modem Art 

Tel: 44-131-624 6200 

Mona Hatoum: 46 works ranging 
from photographs arid ykleos to 
sculptures made from materials 

including hair, wax, soap, steel, 
rubber, pins and razor blades; to 


GLIMMERGLASS 

OPERA ' 

ABce Busch Opera Theater, 
Codperstown 
Tel: 1 -607-54 T 2255 
• Fatataffcby Verdi. New 
production directed by Leon 
Major, with sets and costumes 
by John Conklin and iighfing by 
Pat Coflins. Baritone Stephen 
Powell sings too tot* 

conductor Js 1 


me: by HandeL New 

i directed byFrancteco 
his GRrnmerfltess 
[ conducted by Harry 
st Includes* David--: 
d Lisa Saffer In toe.troe 


role; Aug 8 

• Hie Mother of Us Alt by Virgfl 
Thomson. Conductedby Stewart 
Robertson in a new staging by 
Christopher Aldan, with sets by 
Aten Moyer, Aug 7 . 

• Tosca: by PuccinL New 
staging by the team responsible 
for last year’s Madama Butterfly: , 

. director Marc lArnos. set ... . 
designer Michael Yeargan, 
costume designer 'Constance . . 
Hoffman, lighting designer Robert 
WteraeJ and conductor .Stewart' : 

- Robertson; Au g 4, 6, 9 , , - , 

glvndebourne 

opera' 

Qlyndeboume Festival Opera 

Tet. 44-1273-815 000 

Capricdo: by R. Strauss. . 
Revival conducted by Andrew 
Date and directed by John Cox. 
The' Countess Is sung by KHTe. 
Kanawa until Aug 5 aid 
thereafter by FeUcfty Lott WSto . 
the London PWtoennDnte 
Orchestra; Aug 5, 9 

• Smon Boccanegra: by Verdi. 
New production conducted by 
Male Elder in a staging by Peter 
HalL yVfth the London 
Philharmonic Orchestra. The title . 
role Is sung by Bern . Prokina; 

Aug 4. 7 ,. • ••• 

IDNDON 

CONCERTS 

BBC Proms, Royal Albert Hal 

• Tet 44-171-589 8212 

-• BBC Concert Orchestra: - - 
conducted by Barry Wordsworth 
■ in works by WfciJton, Robert 
Simpson, FbuWs and Elgar. With 
piano soWst Piers Lane; Aug .8 


• BBC Symphony Orchestra: 
conducted by Tadaaki Otaka in 
works by Panitiriik, Dvorak and 
Elgar. With cello soloist Yo-Yo 
Ma; Aug 4 

• Javanese Court Dance aid 
Gametert with danc ers and 
miisfctahs from STS! Surakarta 
and the South Bank Gamelan 
Players; Aug 6 

• Northern Sinfonia: conducted 
by JearHJemard Poriuraer in 
works by Rossini, Chopin, and 
Mozart, and the London premiere 
of Maharal Dreaming by John 
testers Aug 5 

• Ulster Orchestra: worid 

premiers of a new work by 

Roefion Shchedrin, conducted by 
Dmitry Sitkovetsky. Programme 
. also Includes works by Berlioz 
arid Tch aikovsky. With soprano 
Barbara Hentfrteks; Aug '7 

DANCE 

Barbican Theatre 

Teb 44-171-638 8891 
mmJixblcan.org.idt 
TharpI: two week season of 
modem American choreography. 
P r ogr amm e 2 (Aug 4-8) includes 
Sweet Reids, which draws on 
fracfitional American choral 
music, and Heroes, a ballet score 
by. Phfflp Glass; to Aug 8 

NEW YORK 

CONCERTS 

Afice Tuny HaS, Lincoln Center 

Tet 1-212-875 5050 
vmwJineotncentar.org 

• Emperor String Quartet: in 
works by Haydn; Apg 4, 5 

• Orchestra of the Age. of 
Enlightenment with soprano • 
Emma Wrkby, in works ty 


Boyce, Vivaldi, Handel and Bach; 
Aug 4 

Avery Fisher Hafl, Lincoln 
Center 

Tet 1-212-875 5030 
wwwJhKxdncenter.org 

• Kremerata Baltics: works by 
Arvo PSrt, Vivaldi, Nino Rota aid 
Piazzolla; Aug 6 

• Mostly Mozart Festival 
Orchestra: conducted by Louis 
Langnee In works by Haydn and 
Mozart. With viofin soloist Joshua 
Befl and piano soloist Leif Ove 
Andsnes; Aug 4, 5 

ROTTERDAM 

EXHIBITION 

Kunsthal 

Tet 31-10440 0300 
Look at ma’ Fashion and 
Photography in Britain 1960 to 
the present First stop for a 
touring exhibition which tracks 
the development of fashion 
photography wrfto the emphasis 
firmly on popular culture rather 
than haute couture; to Aug 9 

SALZBURG 

OPERA 

Salzburg Festival 
Tet 43-662-844501 

• Aufetieg und Fall der Stadt 
Mahagonny: by WefiL Conducted 
by Dermis RussdI Davies in a 
staging by Peter Zadek, with sets 
by Richard Peduzzi. Cast 
Includes Dame Gwynneth Jones 
and WHbur Pauley. With the 
Vienna Radio Symphony 
Orchestra; Crosses 
Festspiethaus; Aug 5 

• Don Carlo: by VerdL New 
staging by Herbert Wernicke, 


with the Vienna PhSharmorac and 
Opera conducted by Lorin 
MaazeL Cast includes Samuel 
Ramey; Grosses Festspiefhaus; 
Aug 7 

• Katya Kabanova: by Jan&Cek. 
Conducted by Sytvafn 
CambreEng in a staging by 
Christoph Marthaler, with designs 
by Anna Viebrock. With the 
Czech Philharmonic; Ktetoes 
Festspielhaus; Aug 4, 6 

THEATRE 
Salzburg Festival 
Tet 43-662-844501 

• “Soon*: by Hal Hartley, with 
music by Hal Holley and Jim 
Coleman, and sets and oostumes 
by Steve Rosenzweig, 
Co-production with doSingei, 
Antwerp; Pemer l reel; Aug 4, 5, 
Aug 7, 8. 9 

• Danton's Death; by BOchner. 
New, co-production with the 
Banner Ensemble, directed and 
designed by Robert Wilson, with 
costumes by Frida Parmegglani; 
Laridestheater Aug 4, 6, 7, 8 

SANTA FE 

OPERA 

Santa Fe Opera 

Tet 1-505-9865900 
www.sxrtafeopera.otg 

• A Dream Play: American 
premiere of Ingvar Udholm’s 
Opera based on Strindberg’s 
play. Opens on August 1st, It is 
conducted by Hal France in his 
SFO debut The director is Colin 
Graham; Aug 5 

• The Magic Flute: by Mozart 
New production by Jonathan 
MHJer, with sets by Roni Toren 
and costumes by Judy Levin. 


Cast includes Sheri GreenawaJd; 
Aug 4 

SCHLESWIG- 

HOLSTEIN 

CONCERT 

Schleswig-Holstein Music 
Festival 

Tet 49431-567 080 

• Schleswig-Holstein Music 
Festival Orchestra: conducted by 
Donald Runnides in works by 
Berg and Mahler. With soprano 
Laura Afldn; Kiel, Schloss; Aug 7 

• Schleswig-Holstein Music 
Festival Orchestra: conducted by 
Donald Rumicles in works by 
Berg and Mahler. With soprano 
Laura AUdn; LUbeck, Musik- und 
Kongresshalte; Aug 9 

TANGLEWOOD 
CONCERTS 
Tanglewood Festival 
Tet 1-617-931 2000 
Boston Symphony Orchestra: 
and Tanglewood Music Center 
Orc h estra conducted by Seiji 
Ozawa, John Wiliams and Keith 
Lockhart in a programme 
including Tchaikovsky's 1812 
Overture. Fireworks follow the 
concert; Shed; Aug 4 

TOKYO 
CONCERT 
Suntory Hati 

Tet 81-3-3584 9999 
Tokyo Symphony: conducted by 
Naoto Otomo/Norichika limori in 
works by Takemrtsu, Nishimura 
and Berlioz, with the winner of 
the Suntory Music Award; 


Aug 5 


VERONA 

OPERA 

Arena efi Verona 

Tet 39-045-800 5151 
www.amna.it 

• Tosca: by Puccini. New 
production by Giuliano Montafdo, 
conducted (Aug 7-14) by Zubin 
Mehta; Aug 7 

• Un Balk) in Maschera: by 
Verdi. New production by 
Giuliano Montrido with sets by 
Luciano Rfcceri. Conducted by 
Daniel Qren (Angelo Campori on 
Aug 26); Aug 6 

■ TV AND RADIO 

• WORLD SERVICE 
BBC World Sendee raefio for 
Europe can be received In 
western Europe on medium wave 
648 kHZ (463m) 

EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 

• CNN International 
Monday to Friday, GMT: 

CML30: Moneytine with Lou Dobbs 
1330: Business Asia 
19^0: World Business Today 
2200: World Business Today 
Update 

• Buslnecs/Market Reports: 

05:07; 06:07; 07:07; 08:20; 09**20; 
10:20; 11:20; 11:32; 1220: 1320; 
14:20. 

At 0820 Tanya Beckett of FTTV 
reports live foam UFFE as the 
London market opens. 
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PETER MARTIN 


Paperless darts 


EasyJet has gone further than most companies in creating the 
paperless office. But that's the easy part 


In a lurid orange shed 

outside Europe's least 

glamorous airport, Stelloa 
Haji-Ioannou is trying to 
create a paperless airline. 

It is part of the relentless 
drive to cut costs at his 
company. EasyJet, which 
sells flights at rock-bottom 
prices. It la not the only 
economy. EasyJet files from 
workaday Luton, on the edge 
of London, not Heathrow, 
the UK's main airport And 
It does not pay commission 
to travel agents, Instead 
relying cm an army of 
telephone booking clerks, 
paid BOp per seat sold. 

But on the face of It, the 
attempt to run a paperless 
office is the Innovation most 
relevant to other businesses. 
Many other companies are 
hoping to run themselves 
the same way. Few have the 
luxury of a start-up venture 
with which to experiment 

EasyJet's war on paper 
comes in two ways: in the 
reservation and ticketing 
process, and in the general 
adminis tration of the 
business. 

Airline reservations have 
been computer-based since 
the 1960s. But the 
overwhelming majority of 
flights still involve paper 
tickets. Most airlines are 
willing to honour tickets 
from their rivals, so there is 
an elaborate process of 
settlement as the coupons 
are collected and revenues 
booked to the appropriate 
carrier. 

Low-cost airlines like 
EasyJet side-step this 
process by refusing to 
honour rivals' tickets. They 
thus have no need to 
participate in the settlement 
process, and thus no need to 
issue tickets. “Your right to 
fly arises from the fact that 
your name Is in the 
computer,” says Mir Haji- 
Ioannou - not from any 
document you hold. "That's 
the paradigm shift" 


Conventional airlines are 
also moving 'in this 
direction, so the cost 
advantage of the cut-price 
carriers is fleeting. 
Nonetheless, it is worth 
exploiting. EasyJet is able to 
do so partly because of 
another more general trend. 
In this, as in other 
industries, new low-cost 
entrants have created a 
market far support systems 
tailored to their needs and 
cost structures. 

So EasyJet has been able 
to buy a one-off computer 
reservation system of its 
own, at a relatively low 
price, rather than paying the 
per-seat charges required by 
the big computer reservation 
systems that serve full-price 
airlines. 

The system serves as 
EasyJet's core business 
process. But it is not the 
only one. There is also an 
accounting system. Tying 
together all EasyJet's 
general administrative 
processes is an electronic 
filing system, called Keyflle. 
It gives workers customised 
desktops, with access to 


! their own files and to the 
data of the company as a 
whole. 

incomin g paper - letters, 

' invoices etc - is scanned 
into the system by the 
receptionists as It arrives at 
the front door. It Is then 
directed to the appropriate 
| in-tray. Mr Haji-Ioannou, 
who shuttles constantly 
between Luton, Monaco and 
Greece, can access his desk 
from anywhere in the world. 
More prosaically, Luton 
workers can move from desk 
to desk, and still call up all 
their files. 

In principle, therefore, 
there is no need for paper 
anywhere In the office - 
though t her e still seems to 
be a suspicious amount 
littering some of the desks. 

Mr Haji-T nann nu, 
unabashe d, argues that any 
of this can be thrown away 
without affecting the 
operation of the company. 
But when be looked as if he 
might try, the employees 
nearest him hastily moved 
their notepads out of arm’s 
reach. 

More serious than this 



inevitable backsliding is a 
structural challenge that l 
feces any company \ 
attempting to become a I 
paperless office. Reports l 
produced by the reservation 
and accounting systems can 
be electronically captured in 
Keyflle, and sent to the right 
in-tray. So Mr Haji-Ioannou 
and other senior managers 
can easily read on their 1 
screens the revenue and 
profitability figures for any 
flight, and the forward 
booking numbers. 

But these are, in effect. 

electronic printouts: they 

cannot be manipulated or 

interrogated further. 
Comments can be written on 
these documents, and be 
Immediat ely visible to 
anyone else in the company. . 
But the documents ; 

themselves cannot be j 
changed. / 

EasyJet is indeed on the / 
way to becoming a paperless 
office. But its experience [ 
reveals that creating a 
paperless office is not the 
thing as building a se< 
of integrated electronic 
business processes. The 
former is mote striking; but . 
the second is more 
challeng in g , and consid- 
erably uu»e expensive. 

Nevertheless, Mr 
Haji-Ioannou revels In his 
role as paperless prophet 
With some Justice. He has 
taken the concept farther 
than most companies woulc 
dare, towards a company in 
which most information is 
shared. Any employee can 
| access any of the company's 
information, personnel files 
apart, he says. "The biggest 
problem 1 had in my father’s 
shipping company was that 
people held on to 
Information." 

In his airline, he has been 
determined to avoid this 
problem. But such internal 
innovations are only part of 
the story: Mr Htfi-foannou 
must compete with a host or 
full-price and discount rivals 
- including Go, recently 
launched by British Airways 
as its cut-price airline. In 
such a competitive struggle, . 
the crucial decisions are 
those that affect any airline; 
picking the right 
destinations, arriving on 
time, and setting the right 
prices. A paperless office and 
good internal communi- 
cations win help. But they 
only take you so far. ! 


pater.Tnartin@FT.cam 
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World 
Links for 
Development 


..ofMUHQ’ a wntcLoff teanmHQ- 


The World Links for Development Program is a global collaborative learning program 
sponsored by the World Bank. The Program links secondary-level students and teachers in 
developing countries with their counterparts in industrialized countries, via the Internet 
for two-way teaching and learning. 


The objectives of the World Links for Development Program are to: 


Improve and expand educational opportunities for students in both developing 
and industrialized countries, 


Build capacity for developing countries to use information technology 
for economic and social development, and 


Facilitate cultural understanding among youth around the world. 


Over the next three years the Program aims to reach 1 ,500 schools in 40 developing coun- 
tries involving at least as many schools in industrialized countries. 


The World Links for Development Program is seeking corporate, public and non-govem- 
mental financial and in-kind support to complement the $2 million annual grant financing 
allocated by the World Bank. In-kind support is particularly needed for basic information 
and communication technology equipment (computers, printers, modems, ethemet cards, 
hubs, network cable, etc.); to establish school-based, networked, on-line computer labs. 
For interested corporate sponsors the World Links for Development Program offers sig- 
nificant public relations and business development opportunities in emerging markets, in 
Latin America, Africa Eastern and Central Europe, and Asia. 


. Interested corporate sponsors should contact: 
Sam Carlson, WorLD Programme Manger 
202-473-7561 (tel.), 202-676-0961 (fax), scarison@woridbank.org (e-mail) 
Elizabeth Ashbourne, WorLD Programme Partnership Coordinator 
202-458-5247 (tel.), 202-522-1714 (fax), eashboume@woridbank.oig (e-mail) 


LETTERS TO THE EDITOR 


US the loser by not signing 
criminal court treaty 


| From Mr Jeffrey Lovrerai 
Sir, Give credit to Jesse 
Helms, the Isolationist 
senator who chairs the US 
Senate’s foreign relations 
committee. He is not 
embarrassed to weak his 
mind. Compare that to the 
Clinton administration, 
which dissembles about its 
reasons for opposing the 
new international criminal 
court by asserting fears 
about charges against 
Americans savtog as peace- 
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Mr Helms states bluntly 
CSlay the monster", July 80) 
the real fear The chilling 
Impact the court might have 
on unilateral American mili- 
tary strikes against other 
countries. Mr Helms nostal- 
gically invokes such US ini- 
tiatives of the 1930s as "the 
US invasions” (his words) of 
Panama and Grenada, the 
bombing of Tripoli and the 
mining of Nicaragua’s har- 
bours, and worries that the 
court might “sit in judg- 
ment" as to whether these 
could constitute acts of 
aggression. 

The fact that the World 
Court did rule against the 
Reagan administration in 
the Nicaragua case, yet was 
powerless to stop It, does not 
reassure the senator. The 
court from Rome is simply 
“dangerous". 

Hyperbole aside, the issues 
Mr Helms raises are legiti- 
mate and profound. How 
seriously are states to take 
the obligation, ratified In the 
UN Charter, that - aside 
from their “Inherent right of 
self-defence" against armed 
attack - “armed force shall 
not be used, save in the com- 
mon interest"? Mr Helms 
offers a much looser stan- 
dard for a nation's (or at 
least America’s) unilateral 
use of military force against 
others; “to defend its 
national interests”. 

Do countries, the US 
included, need to respect 

f international law on war? 
Helms suggests that the 
, for one. does not. These 
ties warrant respectful 
debate. Mr Helms is unim- 
pressed that the advocates 
^or the court have been 
America’s closest allies in 
Europe, North .America and " 
the Pacific - countries that 
profoundly share most 
Americans* human and dem- 
ocratic values. Instead, with 
the political finesse for 
which he la justly famous 
(remember the Helms- 
Burton Act on Cuba and the 
Iran-Llbya Sanctions Act), 
he proposes to threaten our 
Nato allies with the depar- 
ture of American forces to 
keep than from ratifying the 
Rome treaty. 

Of course, Mr Helms has 


^85 


fulminated before about 
other International accords, 
such as the Law of Sea and 
the chemical weapons con- 
vention. Our partners in' the 
international community 
have put them into effect 
regardless. The international 
criminal court will similarly 
enter into force under the 
enlightened leadership of 
our allies, strengthening the 
foundations of a more peace- 
ful and secure world. 

Mr Helms may keep an 
in timidate d Clinton adminis- 
tration from signing the 
treaty, but the only result 
will be that the US has no 
say in choosing the court's 
Judges- and prosecutor, defin- 
ing what constitutes 
“aggression", setting the 
court’s budget, or establish- 
ing its rules of procedure. 
American isolation may last, 
in Mr Helms’ words, “so long 
as there is breath In me" - 
but that. surely cannot be 
forever. 


Oliver Miles, 

2 Belbroughtou Road, 
Oxford 0X2 6UZ, UK 


Jeffrey Laurenti, 

executive director, policy 
studies. 

United Nations Association 
of the United States (UNA- 
USA). 

801 Second Avenue, 

New YoriE, NT 10017, US 


From Mr David Morrison. 

Sir, Senator Jesse Helms 
considers it an "outrage” 
that American citizens may 
be subject to the jurisdiction 
of the newly created Interna- 
tional Criminal Court even 
though the US has refused to 
sign the Rome treaty. At the 
same time, he insists that 
riWtjmti of Canada-arid other 
countries be subject to the 
jurisdiction of US courts 
under the Helms-Burton law. 
Am I missing something? 


David Morrison, 
86 rue Anctenne. 
1227 Geneva, 
Switzerland 


From Mr OUoer MOes. 

Sir, Your sub-editor is to 
be congratulated on the title 
be gave to the chauvinistic 
attack by Senator Jesse 
Helms (Parana! View, July 
30) on the new UN Interna- 
tional Criminal Court “Slay 
this monster". . 

I use the word chauvinis- 
tic precisely. Chambers' dic- 
tionary defines chauvinism 
as "an absurdly extravagant 
pride in one’s country, with 
a corresponding contempt 
for foreign nations”. 

What is one to make of a 
foreign policy specialist for 
whom the jewels in the 
American crown are the 
invasion of Panama, the 
invasion of Grenada, the 


From Mr Colin BowaL 

Sir, I had come mistakenly 
to believe that the Interna- 
tional Criminal Court would 
serve primarily to prosecute 
stray Balk an war criminals. 
However, having read Jesse 
Helms' -Personal View,- 1 am 
much more excited about it. 

It the court can prevent dr 
Impede unilateral decisions 
by powerful countries to 
invade their weaker neigh- 
bours, as Mr Helms suggests, 
we may truly be entering 
Into a new and more just 
world order. 


Colin Rowat, 

faculty of economics and 
politics, 

Cambridge University, 
Cambridge CBS 9DD, UK 


Interest rate rise inevitably will worsen 
the plight of industry in the UK 


From Mr Graham Mackenzie 
ami others. 

Sir, The economic statis- 
tics of the last few weeks, 
both official and private, 
have made it likely that the 
recessionary conditions, 
which are already affecting 
large sections of manufacture 
ing, will spread to the rest of 
i the UK economy. Recent eco- 
nomic trends surveys bear 
ample testament to the 
plight of our respective 
Industries. 

The combination of an 
overvalued pound, borrow- 
ing costs far higher than 
those of the UK’s major com- 
petitors and a slowing 
domestic economy are 
already taking a heavy toll 
and , as the consequences of 
lost orders continue to feed 


through, fa rther declines in 
activity and rising unem- 
ployment seem inevitable. 

It is therefore dear that 
farther Hawing? would result 
from any measure that 
helped to sustain the level of 
the pound or increased fin- 
ancing costa for already 
hard-pressed businesses. 

Given the deflationary 
pressure the slowdown in 
the domestic economy wifi 
exert over the coming 18 
months, we do not believe 
that a further rise in interest 
rates can be justified. 

We would therefore urge 
the Bank of England’s Mone- 
tary Policy Committee not 
only to continue to put 
interest -rates on hold, bat 
signal that they have now 
peaked and It expects the 


next move to be downwards. 


Graham Mackenzie, direc- 
tor-general, Engineering 
Employers Federation, 
Jeffrey Bartlett, director- 
general. Paper Federation of 
Great Britain, 

Simon Brown, director- 
general, Machine Tool 
Technologies Association, 
John Carruthers, chief 
executive, METCOM, 

David Dossett, director- 
general, BEAMA, 

Tom Machln, chief execu- 
tive, British Printing Indus- 
tries Federation, 

Ernie Thompson, chief 
executive. Society of Motor 
Manu factu rers and Traders, 
from; EBF, 

Tothfll Street 
London SWlH 9NQ, UK 


Concern that 
criticism will 
hit funding 


bombing of. Tripoli and sup- 
port for the Nicaraguan con- 
tras? . 

- Clearly Mr should 

be in a museum. But this 
tyrannosaurus is still very 
much rex in his own king- 
dom. He has a unique stran- 
glehold on the foreign policy 
of the greatest democracy in 
.the world. We must hope 
that i t will be prised open as 
soon as possible. 


From Mr Stewart Walks. 

Sir. Qxfem stands with the 
Financial Times in its call 
for strong mana gem e n t and 
rigorous financial controls 
lor humanitarian ope r at io ns 
("Refugees and UN reform", 
July 30). However, our con- 
cern is that your criticism of 
those of the UN High Com- 
missioner for Refugees will 
be used to justify further 
reductions in humanitarian 
fending in the world. 

SaHafco Ogata- has shown 
strong leadership in uphold- 
ing the UNHCR's mandate, 
often in difficult circum- 
stances. Along with 
UNHCR’s governing body, 
the UN general assembly, 
she should use the 1997 
external audit report to 
ensure best practice in pro- 
viding protection and assis- 
tance to refugees, ft is 
important that leading 
donors do not use the report 
as an excuse to reduce their 
funding. This would impair 
UNHCR's ability to address 
the report’s findings and 
imHarminA its ability to fulfil 
its humanitarian mandate. 
Rather, donors must work 
alongside UNHCR and sup- 
port its efforts to improve 
performance, while also ful- 
filling their own responsibili- 
ties to attack the root causes 
of conflict. 

From our own experience, 
Oxfazn knows humanitarian 
action is in dang *- of being 
undermined. Many Organisa- 
tion for Economic Coopera- 
tion and Development coun- 
tries; despite their 
obligations under interna- 
tional law, have failed to 
sustain their support for ref- 
ugees and displaced. 

UNHCR represents the 
international community’s 
efforts to provide protection 
and assistance to refugees 
who are among the most vul- 
nerable and destitute mem- 
bers of the h uman family. A 
commitment to support this 
humanitarian action is 
needed as much as ever. 


Stewart Wallis, 
acting director, 
Oxfam, 

274 Banbury Road, 
Oxford 0X2 7DZ, UK 


A manager’s 
Golden Rule 


From Mr John Bosthom. 

Sir, Whan Samuel Brittan 
wrote In "Business ethics 
man rides out again” (July 
30) he appeared to know 
something the author of the 
Golden' Rule did not know. 
The rule’s author merely 
said "...all things whatso- 
ever ye would that men 
should do to you. do ye even 
so to them ..." (Matt VII:12), 
and in so saying made a 
quite different point 

The original, authentic 
version of the Golden Rule 
lays the imperative on man- 
agers to set the lead; remem- 
ber, "the fish rots first from 
the head”. He thereby pro- 
vided a moral code that 
remains good » n d is unmis- 
takably positive. For man- 
agement to lead and educate 
its colleagues in fine busi- 
ness conduct Is a modern 
privilege, nay responsibility. 

The rule's author certainly 
appealed to hearts and. 
m i n ds; in no sense did be 
blackmail his listeners - nei- 
ther do informed business 
ethi cists. 


John Rosthom, 
senior partner, 

The Logistics & Marketing 
Partnership, 

12 East Castle Street, 
Bridgnorth. 

Salop WY16 4AL, UK 


Bentley on 
a plate 


Creativity needed, to support accounting theory 


From Mr Joachim 
Wnmg-Widin. 

Sir, One item has been 
missed in your otherwise 
exhaustive and excellent 
reporting on the saga of 
Rolls-Royce and Bent l ey and 
their respective future 
owners. 

It is do coincidence that . 
VW has decided to acquire 
Bentley as this noble 
marque was founded by Wal- 
ter Owen Bentley. The letter- 
combination “WOB" is also 
found on number plates of 
motor cars resident in Wolfs- 
burg, the home of VW. 


From Mr Jon Erley. 

Sir, Lex ("Pensions 
accounting”, July 27) sug- 
gests the ose of equity 
returns to value pension lia- 
bilities is a "neat idea” 
apparently because "equities 
are used to finance most 
long-term pension liabili- 
ties". 

However, the cost to the 
shareholder of these liabili- 
ties should be independent 


of the way they are financed. 

If a pension fund sells £100 
of equities and buys £100 of 
bonds, or a company invests 
£100 in. or dlsinvests from, a 
pension fund, the liabilities 
remain . basically the same. 
There is, therefore, no, rea- 
son (tax and other secondary 
considerations -aside) why 
the Valuation of a company 
should be affected. ’Hitts, 
the proposal . from the 


Accounting Standards Board 
seems not only prone to 
"creative accounting" in 
practice, it also appears to 
require some extremely cre- 
ative economics to support 
the underlying theory. 


Jon Exley, 


William M Mercer, 

31 Wellington Street, 
Leeds LSI 4DL. UK 


The most revealing dung about the news 


Joachim Wraflg-Widfin, 
15 Petersham House, 
Harrington Road. 
London SW7 3HD, UK 


From Mr Andy C Szul. 

Sir, Your piece, “ Journal- 
ism; Where lies the truth?" 
(July 25) correctly points out 
that CNN producers bla- 
tantly failed to air inter- 
views of soldiers who said 
Tailwind was a “diversion" 
not a>”kUKpg mission". And 


maybe that is what is most 
revealing. Not only are folks 
fighting everyday to get the 
truth out, but they are battl- 
ing the gi gantic mires media 
that reports its news its way 
rather than the way. it really 
happens. 

Biased. media is certainly 


nothing new. but the blatant 
and cruel disregard for the 
truth is' a whole different 
story. 


Andy C.Sznl» 

P.a Box 59263, 
Philadelphia, 
Pennsylvania, 15102, US 


Number One Southwark Bridge, London SEl 9HL 

VfaOT heantoqncagEQBjBOwticni rwadaw wotlAwaa. ixapreiTBy befaaod to*44 I7t.fl73 BBBftat to 0 Una). ajntS; 
lattaraLfltannWLoom PUiuiid taw* am dao awafatiia an me FT web ste, ?«p^AiwW^xBni['Tr 3 rBft^ ray b» emtase tor 
ttlars written In (hoirtinlnteffiaiomi knpsgw. F® 0T71 873593&L£ttwtfn*ita fowl and ntfflwW wim 


|A» 




- 




/ ’“SHF-JI- 

r. ■ :& : :m 
- .&& 




- ** 






•■W’JtCvjil! 




dp 






1VIK1 I III* 


•' 4| 

, L • 


*#* 


•' -’ r - ***4 

■■■■■■ #s*.m 

■■■■ m 




an brill si 




jMfe 

.4j| 


■"? 

-ji 

• ■*•***■ ; 


• • • 

c ’Vyv-m 


•T, .JHj.'J 
. - *-ws •_ tiit-, 





f. 


**m»a , 


""'XV 






:;S^ 

5&£l 

'CS;**^* 


f-^!i ,...: 
* ?*i *' -«h' • 

to/lln'.:-.-. r 

tuvn:;u :: ., 
Wt r »»"■■'" 
in tiw :j . 

IP * i> ;• • 

ikrn lu.-- - 
«*? :lr -.* -.- 
Vi. ,-. 

■ 

WtMj- 

ft. 

Men Him.; 

*«x m 

fc-.V. Jr:--., 

i j.-MT i ..■■ ;-j u 
JJ. ■; ■ 
»Hfr> ^ :- 

r. 

S*£iV r*-.:- 

Ivt 'Ji .p.’.-i. 
«•-•.- 

{.-• 

.•••--• 

IP 

r ■:■: • '■ 
ti&fe-in,™ - 


Imps 

**he. 

*■ 

L ’ 

***><«-. 

ft* *K- v-' 
Mm; * ‘r-: 


5 Ujl" 

0*-V~ ' 
•1r. ■"-■ 

f ; •' : • • 

ivr -- 


■i:-.*.. . yftJaiT 
• '‘lr r .. Aloo H ^ 

l;;-? ^ 

•• '.'•'■‘wfcnirfc 


( , ’ ' :r ‘ ’ar offa j 

- " j'-'V-.v , 

;• • A ‘ H ‘Taa % 
af 'M* IbS 

; •;■' ^{£*11 

•".. r ; : 

.. ’. S "B*** 

• (Rob 

’ riip5 

' • ncifcs* 

’ "• •'‘ .J 

■- 

•■••••-r .ir jciai i 
•••.' 

\u w.srt WjKrt. 

:.:i.-.s: c:;rcwr. 

. 1 — 

# . 

- r’-n’han Baad. 


A managed 
Golden Rule 




Kb'?’/ 

• •• ’.»* - SithIBW 


• , - 

■ ill 


W 

- 

!— - r Se W 

u 

yx 

£»h* 

*ri-. 

• - - : .Vulbi* iflfr 

SfclwraiH • 

, a* r / 

mw* 


j*-.* 

yziS® 


. ... 

!*en 

v ■ T..- 

.. . Sfltf* 


,-V. iisSI** 

' _• 

. : 


• 



■f . 

. ' ... .Jtf*! P 

itoPiM** 

_ ... f jit & 



iMllftWMO’ 

r*j 

fcKWrii*' 

. • rf 

; • ’ '-.as# 

Ml. * 

m • 

' ■ 4 



1 ftawnrflf 

. 


- . ' ^-0 

mam 

“ri' 



uu. 

»* r - 


fimijblll IfT-' 

v „ .j'.Vrf* 

tmmnm** 

1- • = ***** 

vm, # ***■•■> 

w *» ****** 

.... ;• r»- •' 

.- it? I** 1 * 


P«M *•» 




C ri* ’ 





FINANCIAL TIME'S 


TUESDAY AUGUST 4 1998 




IS 


COMMENT & ANALYSIS 



Tef^S^Sf ^S®' Lo ™^ SE1 9HL 

*9. +44 171-873 3000 Telex: 922186 Fax: +44 171-407 5700 

Tuesday August 4 1998 



'Hie European Central w»mir w 
some difficult decisions to r^k* m 
tbe months to come, not kyift a 
choice of monetary policy strat- 
egy: But in the longer term, it is 
the interaction of its monetary 
policy with member govern- 
ments’ fiscal policy that could 
cause some of its biggest head- 
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After a period of momentoas 
fiscal consolidation in Europe, 
reform appears to be stalling! 
The European Commission 
expects structural deficits to 
remain at current levels for sev- 
eral years. Countries are said to 
be suffering from adjustment- 
fatigue, after a long period of 
restrictive fiscal policy. This situ- 
ation prompted Wim JDttisenberg, 
president of . tbe ECB. to mair» 
forceful complaints about the 
lack of further fiscal reform at 
the second meeting of the ECB's 
governing councfl. 

Italy is clearly the primary tar- 
get of Hr Duisenberg's com- 
ments. It had to perform some 
pretty heroic fiscal stunts, includ- 
ing the introduction of temporary 
taxes, to qualify for economic 
and monetary union. But the 
government promised its 
they would be rewarded for the 
period of austerity, and has little 
political capital left to continue 
the process of consolidation. Its 
Communist coalition partners are 
growing restless, and slow eco- 
nomic growth is creating pres- 
sures for fiscal stimulus. 

Others are being warned that 
they must tighten policy in order 
to avoid overheating. Ireland, in 
particular, still has official inter- 
est rates a full 3 percentage 
points above the expected conver- 
gence rate But again, domestic 
politics are dominating, with the 
government very reluctant to 


jeopardise the wa 9 deal with the 
unions by fiscal restraint. 

And many European countries 
are only managing to improve 
their fiscal deficit thanks to the 
cyclical upturn! In F ranc e.- for 
example, foe deficit is projected 
to shrink from 3 per cent 
yarn to ^3 per cent In 1999. But 
thfo iraxtrc an aiwnd -complete 
absence of any improvements to 
the structural fffifni position. 

T he cons equences of a failure 
to ormthme the process of fiscal 
- consolidation in Europe could be 
very significant. First, a rela 
lively loose fiscal position could 
force over-reifattee on tight mone- 
tary policy, with implications 
particularly for the euro 
exchange rata 

Second, fiscal policy win be foe 
only toed govg r ra ranta have left 
to adjust tbe macroeconomic pol- 
icy stance at country level, if 
they fall to do so, then areas of 
boom and depression within foe 
euro area could emerge. This 
should become leas of a problem, 
though, as economic cycles con- 
verge under Emu. 

Third, if countries choose to 
run defic i ts of over 2 per cent of 
gross domestic product, they 
could face serious problems in 
meeting tbe 3 per Htwh- set 
by the stability -and growth pact 
when the next downt ur n comes, 
or if there is a large external 
shock such as ftirfoer turbulence 
in foe emerging markets. 

Strong economic growth means 
that the fiscal position is unlikely 
to become a problem immedi- 
ately. But if tbe mood of compla- 
cency lasts, then trouble will not 
be for away. Mr Duisenberg, 
together with the influential 
naflmial central hank governors, 

all have & duty to keep reminding 
governments of the risks. 


Second thoughts 


Being a global ntffity Is harder 
than it looks. That is the lesson 
of the decision by Entergy, a US 
electricity company, to slash its-; 
world-wide ambitions, seDiiig off 
London Electricity in foe process. 

ft is just the latest of the US . 
acquirers of British electricity 
supply and distribution compa- 
nies to find the UK market less 
attractive than before. Others are 
starting to regrrt tbe fancy prices 
paid in recent years. The UK reg- 
ulatory climate is cooler than 
they had hoped, the scope for 
cost cuts more limited. . 

BUt there is a broader moral: 
after all, Entergy is seffing off 
other foreign assets, too. The epi- 
sode illustrates the weakness of 
the argument that just because 
other industries have gone 
global, so should utilities. 

There .are some cross-border 
advantages, in the electricity 
industry, as in other businesses. 


But they do not apply to every 
segment of the business, nor to 
every market. Electricity technbT 
ogy-is widely- shared- around tbe 
globe. Economies of scale in MQ- 
tog systems, though real, do not 
stretch across borders. . 

The culture and financial 
model, of -foe traditional utfflty 
business - engineer-dominated, 
regulated, debt-laden - are inap- 
propriate to the hew era. As foe 
electricity industry moves from 
its historic pattern of central con- 
trol to one in which capacity is 
mlnnte Ay jnirmte, there 

are gains to be made by compa- 
nies that can ma s ter tins skill 
and export it. But they wfll need 
to be nimbler and more entrepre- 
neurial than the typical utility - 
with a stranger balance sheet 

The Entergy lesson is simple: 
having the cash to go abroad 
doesn't necessarily mean you 
should. 


Balkan bruising 
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The very ebb and flow of the war 
in Kosovo ought to convince both 
«rtd <y that neither is likely to win 
an outright military victory. 
Over tho pa«t five months, we 
have seen, first, foe Serb security 
forces crack down- viciously -on 
the ethnic Albanians, then tbe 
latter’s Kosovo Liberation Army 
(KLA) grow in size and gain 
ground, and now a sweeping Serb 
counter-offensive. 

These shifts in the tide of war 
are partly caused by the outside 
world. Nato’s threat of air strikes 
initially appeared to cow the 
Serbs into showing some, 
restraint, but is now wearing off 
as all unfulfilled threats do. Yet 
for all Nafo’s hesitation about 
interv entio n, tbe Albanian sepa- 
ratists probably could count on 
some form of "direct, western, 
assistance if the Sab police and 
army tried aft-out terror against 
them. 

The outsider" might therefore 

imaging the moment was ideal 
for both sides to lay down their 
arms and start talking, particu- 
larly because the latest- bout of 
fighting has brought the number 
of refugees to 200,000. Sadly, itis 
far more likely that Serb and. 
Kosovar Albanian will continue 
to battle it out. eye foreye, tooth 
for tooth. 

Slobodan Milosevic, foe Yugo- 
slav president*- has cleverly 

gauged his counter-offensive to 
avoid any serious- Nato. reaction. 
Be tas used-weekends to launeb 
operations that just ha ppen to 
wind down, by the time western 
diplomats get .to their desks on_ 
Monday morning. He bas.g^ieri 
afty restricted Ms Serb samJW 
forces to cloee-ih attacks on KLA 
strongpotots, and told Europwn 
mid US envoys last week that ms 
counter-offensive was over. Yet 


Serb forces were hack in action 
over foe weekend, and were 
reported to have reverted to their 
old habit of lobbing artillery 
ghgfis into Albanian- villages at 
long range. 

- It is not surprising that foe 
western allies Took a tot liiup- 
wristed to Belgrade. In early 
■ Tone they all agreed to bar JAT. 
the Yugoslav national carrier, 
from flying to their countries, but 
the European Union countries 
still have not done so, ostensibly 
for procedural reasons. . 

There is sbakmess. too, on foe 
margin to Nato. Hungary, due to 
join Nato within foe year, has 
said it wfll not allow its sofl to be 
raed as a base for any Nato oper- 
ation in Kosovo. Hungary, used 
as a transit base for US troops to 
Bosnia, is . worried that Mr Milos- 
evic might retaliate against the 
Hungarian. minority in VoJvo- 
iffnn, a province to Serbia that 
lost its auto no m y at the same 
fone as -Kosovo. 

The western squeeze on foe 
Kosovar Albanians is a bit 
.tighter- Switzerland recently 
became the first country to prose- 
cute members to the Albanian 
diaspora for sending money and 
arms to the KLA. Meanwhile, foe 
US to continuing to by to pres- 
sure foe Kosovar Albanians into 
fielding a negotiating team that 
reproeflts the KLA men in the 
field as well as foe parlour politi- 
clans in Pristina,. _ 

, -The west needs to maintain 
that pressure on the Kosovar 
Albanians and to get them to 
drop their demand for outright 
Independence: Equally, it must 
Insi st MrJyfllosevic help refugees 
return borne as he -has pledged 
to, and that he agree to wide 
autonomy for Kosovo. Nothing 
less wift end tbe war. . 




Two falls, no submission 

The US administration has made mending fences with Iran a high priority. David Gardner 

looks at the prospects for success 


P .resident Bill Clinton 
would Hie to ““make Iran 
bis China”, polling off a 
rapprochement . with 
Tehran equivalent to President 
Nixon's historic breakthrough in 
relations with Betftag a quarter 
to a century ago. -That, at any 
rate, has been foe Washington 
buzz formontbs. The suggestion 
gathered both substance and 
symboL whoa. Mr CUnton used 
the occasion to the US-fran foot- 
ball match In the World Cup to 
call for “genuine reconciliation” 
Hie parallels with the “ping-pong 
diplomacy* foot preceded detente 


w ith china were unmissable. 

yprn *Hr >g djpiamBcy Vffd in fact 
begun mouths before through foe 
exchange to teams to .wrestlers. 

(fa| to r w iftnnt jw»^ h other a gain 

this And it is sun likely 

to . be . wrestling's "mix of the 
robust and the histrionic that 
-toll set the tone for foe diplo- 
matic exchanges in mouths to 
came - especially after Tehran 
alarmed both Washington nrw ^ its 
neighbours by testing a mecBmn- 


range laTikH^ mfa«na i theoreti- 
cally able to hit Israel. Saudi 
Arabia or Turkey. 

But to their credit, the 
Americans have recognised In 
President Mohammad Khatami, 
foe reformist cleric who took 
office a year ago after an elec- 
toral landslide against Tehran’s 
theocrats. a beguiling opportu- 
nity to fairing Iran’s Islamist revo- 
lution in tem g old . 

Nobody doubts bow formidable 
is the list to immediate condi- 
tions that om»h side wants met 
before any thing nif» normal rel y - 
tioos can be restored. Yet intrac- 
table as these dpmandg may be, it 
may prove easier to reconcile 
them than to strip away the lay- 
ers to animosity that have piled 
up between Iran and the US over 
the past half century. 

Success will depend on 
whether gnmg h to this histori cal 
baggage can be cast off to divine 
a common interest. Both America 
and Iran will have to recognise 
they have a shared interest in foe 
stability to the volatile regions 
surrounding Iran: the Gulf and 
the Levant in the Middle East, 
the Caspian and central Asia, 
and newly nuclear south Asia. 
The pragmatic yearning for such 
stability, combined with mutual 
commercial advantage, wfD have, 
to triumph over the mindset of 
Iran’s revolutionary elite, whose 
materia] and ideological interests 
will be damaged by. ft more open 
society and trade. Equally, it will 
have equally ov er come foe reflex - 
hostility of tbe US Congress,. 
almost none to whose members 
can see any electoral profit in 
mending fences with Tehran. 

The rawest reason why Con- 
gress regularly passes laws to 
punish Iran and those who deal 
with it is the seizure of the US 
embassy in Tehran after the 1979 
revolution; 62 Americans were 
held hostage far 444 days. Presi- 
dent Khatami , in a landmark 
interview with CNN at tbe turn 
to this year, publicly regretted 
this, putting it down to foe heat 
to revototion. But Iran inflicted 
what was probably an even 
deeper scar an “foe Great Satan” 
in Beirut, following Israel’s 1982 
invasion. In 1983, suicide volun- 
teers from Hlzbollah, foe Shiite 
Islamist movement inspired by 
Iran, truck-bombed the US 
marine barracks, killing 241 
marines. They then demolished 
the US embassy to Moslem west 
Beirut, destroyed foe American 
delegation in Christian east Bei- 
rut. forced an ignominious US 
withdrawal, and followed up by 





seizing dozens of western hos- 
tages. America’s ally Israel was 
forced to withdraw to its current 
buffer zone in south Lebanon. 

For their part, probably a big 
majority of Iranians feel the 1979 
revolution - whatever they think 
of it now - was carried out 
a gainst not only the Shah but 
also his American sponsors. They 
do not forget that it was 
H. Norman Schwarzkopf, father 
to the US commander to the 1991 
Gulf war, who equipped the 
Shah’s autocracy with Its police 
force; nor the CIA coup that in 
1953 brought down Mohammad 
Mo9sadeq, foe prime minister 
who nationalised the oil 
.resources. No less can they forget 
how the west backed Saddam 
Hussein's 1980 invasion to Iran. 

Despite its proud Persian 
history and its defiant Shi’ite 
M oslem tradition, Iran hag been 
invaded by Greeks and Romans, 
Arabs and Mongols, Seljuk and 
Ottoman Turks. . As it struggled 
towards modernity early in this 
century, it was tbe plaything of 
Russia and Britain. TO a greater 
or lesser extent it was able to 
soak up these invasions; the US 
intrusion, however,' proved 
harder to cope with. 

President Khatami’s call to his 
CNN interview for a “dialogue of 
civilisations” with "the great 
American people” to break down 
“foe wall of mistrust” was pre- 
mised on foe two sides treating 
<^»rh other as equals. In Iranian 
eyes, it was perfectly natural for 
Mr Khatami, an admirer to de 
TocquevQle who has put liberty 
and the rule of law at the centre 
of his programme, to hearken 
back to America's own revolu- 
tionary and dissident religious 
traditions. 

But what does each side 
demand of the other? More to tbe 
point, what can each side realisti- 
cally expect? 

Washington has reiterated that 
Tehran must stop sponsoring ter- 


rorism and groups opposing the 
Middle East peace process, and 
cease trying to acquire weapons 
to mass destruction, particularly 
nuclear warheads »wd the mis- 
siles to deliver them. After 
lengthy debate inside the Islamic 
Republic’s power structure. Teh- 
ran is about to reveal its terms. 

Iranian nftefafc say these are 
likely to In rfiTrip; the unfreezing 
of billions to dollars to Iranian 
assets in the US; an to all 
trade sanctions, the bar on US 
investment in Iran and attempts 


The fear of Iran 
becoming a nuclear 
power is the most 
difficult obstacle for 
US-lranian detente 


to block pipelines for Caspian oil 
being routed through ban; and 
the scaling back to the American 
military presence in the Gulf. 
“We think security arrangements 
in this region should be organ- 
ised by the regional states and 
not by outsiders,” says Gholan 
Ali Khoshroo, deputy foreign 
minister and head to the minis- 
try’s think-tank. 

Forbidding though each list 
looks, some of these demands 
could be ticked off quite quickly 
- if tbe will is there. 

On terror, for instance. Euro- 
pean governments and the US 
believe there have been no inci- 
dents since Mr Khatami assumed 
power, even though it is tbe con- 
servative camp grouped loosely 
around Ayatollah Ali Khamenei, 
the supreme leader, that controls 
intelligence, defence and foreign 
policy. Immediately after foe 
State Department reaffirmed its 
classification of Iran as a state 
sponsor of terrorism this year. 


US intelligence officials told 
reporters: “It is dear to us that 
Khatami is the real thine", that 
is a genuine reformer, to May, 
Saudi Arabia absolved Iran of 
involvement in a 1996 bombing of 
US fortes in the kingdom. 

On tbe wider challenge from 
violent Islami c fundamentalists, 
most western and Arab govern- 
ments have known for some time 
that foe real threat is not from 
Iran but from former volunteers 
to the Afghanistan war against 
foe Soviet occupation. These 
“Afghans”, all Sunni Moslems, 
are mare and more denounced in 
Tehran, and not just because Iran 
is Shi’ite. 

Iran bas been commercially 
aggressive but politically cau- 
tious in central Asia, and over 
foe past year bas developed 
closer relations with Saudi 
Arabia and the Gulf. It bas been 
mending fences with Turkey and 
even Iraq, and is on the point of 
resuming diplomatic relations 
with Egypt. On the peace pro- 
cess, Mr Khatami has written to 
Yassir Arafat, the Palestinian 
leader, to say Iran will not 
oppose any agreement acceptable 
to the Palestinians. 

Tehran has been encouraged 
by Washington's decision to May 
to waive sanctions, imposed 
under foe Iran-Libya Sanctions 
Act (Dsa), against European com- 
panies investing in Iranian oil 
and gas. Last month, Iran 
revealed development projects 
worth an estimated $6bn. Yet 
officials in Iran’s oil industry - 
culturally more akin to Houston 
than Paris or London - still feel 
they are being denied needed 
technology and investment from 
the US. “Sanctions have had the 
effect to directing our oil indus- 
try towards second-class compa- 
nies.” one official says. 

The sentiment is reciprocal ed 
to the US oil industry, which is 
behind USA*Engage. a lobby to 
get American companies back 


into Iran and tbe Caspian. Frank 
Kittrcdge. vice-chairman of 
USA* Engage, says Hsa isolates 
the US rather than Iran, and calls 
on the administration “to engage 
in dialogue with Iran ... tn see if 
we can Find diplomatic solutions 
to tbe serious problems of terror- 
ism and weapons proliferation”. 

11 is the fear to Iran becoming a 
nuclear power that is the most 
difficult obstacle for US-lranian 
detente. Haring been attacked by 
Iraqi non-conventional weapons, 
and seeing Israel’s unacknow- 
ledged nuclear arsenal to its 
west. India’s and Pakistan’s new 
nuclear capability to its east, Iran 
feels it has tbe right to defend 
itself. It also considers itself a 
regional power threatened by the 
US military presence in the Gulf. 

Officials on both sides say it 
would be logical for the two 
countries to discuss security 
co-operation in regions where 
they both seek stability. Uncon- 
firmed reports say that Romano 
Prodi. the Italian prime minister 
who recently met Mr Khatami in 
Tehran and was previously 
briefed by Mr Clinton, broached 
the issue to security co-operation. 

Bilateral agreement is one 
thing. But can Iran's reformist 
president continue to hold his 
own against his country’s hard- 
liners? The huge popular support 
Mr Khatami enjoys, plus the 
assured political touch he has 
demonstrated, has persuaded 
some European governments that 
a careful policy to engagement 
will strengthen his band. 

“Once he has real international 
standing it wUl be very difficult 
for his opponents to bring him 
down,” say’s one senior European 
official, comparing him with 
Mikhail Gorbachev, the former 
Soviet leader. “Gorbachev had 
such standing, but unlike Kha- 
tami. he was not loved in his own 
country. That is why we should 
help him if we warn a normal 
relationship with Iran." 


OBSERVER 


Anwar brought 
to book 

Anwar Ibrahim, Malaysia's deputy 
prime minister, lias certainly 
faflen from favour. He’s battling 
in the courts to block distribution 
of the book 50 Reasons Why 
Anwar Cannot Be Prime Minister. 
not so very long ago, officialdom 
would have intervened long 
before such a tome got within a 
nule of a bookshop. 

But then it isn't so long since 
Anwar began presenting himself 
as ah alternative to premier 
Mahathir Mohamad and . . 

undermining his boss’s power 
base. Net oily was the book first 
sighted during the general 
assembly of the ruling UMNO 
party, but It somehow found its 
way Into delegates* bags.. 

Soon, after the book appeared, 
Anwar made a Show to getting 
back Into 8ne behind foe premier. 
But Mahathir promptly appointed 
Ms confidant, Dairo Zainuddin, to 
take charge of getting some sort 
to economic recovery under way 
- Anwar is finance minister and 
thought that was fas job. 

The word around Kuala 
Lumpu'.isthat Anwar is havrig 
difficulty even getting an 
audience with his former mentor. 
How Jong he can act foe dutiful 
deputy remains to be seen. - 

Lever arch buy-out 

Germany's Leitz family yesterday 
proved that there’s plenty of 


money to be made from the 
mind-numbing business to filing. 

The Stuttgart family, who 
invented the humble lever arch 
ffle more than 100 years ago, 
was yesterday celebrating a 
handsome profit after selling up 
for almost $330m to Essette to 
Sweden, Europe’s largest maker 
to office knick-knacks. 

. There can be few industries 
more mature than paper-based 
fi&ng. But Essette rejects any 
suggestion that it is buying into a 
dying trade and has secured the 
services of two to foe ftxff Leitz 
cousins who run the company - 
chief executive Joachim and 
finance director Eberhard - to 

help ft tap new technology. 

Last year, Eberhard Leitz said 
traditional fifing would deefine 
from 2000. Not wishing to see 
the file dosed on the company, 
he championed a move into 
computer software and internet 
links. As with afi modem' 
technology, a new method 
means a new name, so fifing 
becomes integrated document 
management - which wont 
make it any more fun. 

Street wtiys 

The comer to Wafl and Broad in 
New York’s financial district has 
been witness to many grim 
occasions - but few to match 
foe scenes outside foe New York 
Stock Exchange yesterday. 

Broad Street was blocked by a 
vofieybaB court, complete with 
sand, and a sound stage on 


which the Dixie Chicks from 
Texas sang noisily. Anxious PR 
people, some dressed as scuba 
efivers, urged everyone to have a 
good time. Severed storeys up, 
5,000 beach baDs hung 
threateningly in the breeze. 

Why would the Exchange and 
SAP think this unbearable 
determined jomty was an 
appropriate way to mark the 
German software company's 
fisting on the Big Board? "Catch 
the wave!” cried the PR people 
hopelessly, presumably hoping to 
remind us of California rather 
than the sleepy town of WaJldorf 
which SAP cate home. Stock 
exchange traders, sunning 
themselves on the steps, 
watched in stony sflence: the 
tourists looked even more 
bemused than usual. 

Above 23 Wafl Street, his 
headquarters on the comer, 
hovered the angry shade to 
J.P. Morgan. This would not have 
been his idea to a good time. 

Rainer dance 

Brandenburg in eastern Germany 
isn't Helmut Kohl’s favourite 
state. It's an opposition Social 
Democrat stronghold where the 
chancellor's Christian Democrats 
have to fight the former 
communists for second place. 

Kohl will be even less fond of 
the place now: Rainer 
Eppelmarm. one of eastern 
Germany's top CDU nones, was 
leied up to run in the 
constituency of 


FQrsJenwakie-Strausbefg-Seetow 
in the September 27 elections, 
but a hapless local party boss 
forgot to file his papers to the 
electoral administration. A party 
official claimed that the blunder 
was unique in the history to the 
federal republic, adding with 
surprising calm: “There always 
has to be a first time." 

Eppetmann. a former bricklayer 
and Lutheran pastor who 
became East Germany’s defence 
and disarmament minister after 
the communists fell, should still 
make it back into the Bundestag. 
He has top slot on toe CDU’s 
regional list to candidates. 

if he does keep his job, he'll be 
doing better than the 
constituency CDU boss. He’s 
looking for other opportunities. 

Bare facts 

Warren Buffett, still the world's 
most successful investor, 
enounced the second-quarter 
earnings for his vast Berkshire 
Hathaway investment vehicle 
yesterday. Handily, foe 
information from the outfit - 
which now has a market value 
approaching SlOObn - fits on 
one sheet to paper, so there 
won’t be too much strain on 
shareholders 1 faxes. 

The document includes the 
footnote; “The net earnings 
figures for 1898 are meaningless 
fa evaluating the company ” But 
after afi, what need do favestors 
have for ^formation if they keep 
making money? 


50 years ago 

M. Raynaud’s Dilemma 
History repeats itself. M. 
Reynaud, foe new French 
Finance Minister, finds himself 
confronted with a situation 
which in many respects bears 
a striking resemblance to the 
situation he found when he 
was appointed Finance 
Minister ten years ago. Then 
as now his main problem was 
whether and to what extent he 
should devalue the franc. Then 
as now he took charge after a 
prolonged period to 
over- valuation of the franc 
after repeated devaluations 
which, in M. Raynaud's own 
words, were too little and too 
lata 

Malayan “Red” Plot Fails 
Singapore, August 3. Malaya 
Communists planned to 
declare a Soviet Republic 
to-day. Mr. Malcolm 
MacDonald, British 
Commissioner for South-East 
Asia, disclosed to-night. By 
now, he said, they planned to 
have established “revolutionary 
tyranny” on the Malay 
Peninsula and Singapore 
Island. They were “thrown out 
of gear" by swift Government 
action. Broadcasting over 
Radio Malaya, he told how 
armed insurrection was to 
have begun with violent 
demonstrations on May Day. 
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Drained Entergy 


I] 73 IU i B til 


The list of irtiWiM Hairing a ness of 
diversification is already depresslngly 
long. Bat file dog's breakfast at Entergy, 
an electricity company based in New Orle- 
ans, still puts most of its peers to shame. 

Over the past few years, Entergy 
jumped on every bandwagon it could find. 
It bought electricity distributors in the 
UK and Australia and ventured into 
energy trading, household security and 
teiwn rnmwniintiftM . Amid all excite- 
ment it ran up tlOJra in debt, ran down 
the share price and neglected its core 
business, amassing a terrible customer 
service record and regular drubbings from 
the regulators. 

Now new management, installed after 
irate shareholders forced old chair- 
man out in May, is throwing thing s into 
reverse. Most of the diversifications, 
amounting to 30 per cant of the company, 
are up for sale. The $3bn-$4bn proceeds, 
combined with a dividend cut, should 
shore up the balance sheet. And there Is a 
pledge to improve service, while stm cut- 
ting costs, at the original utility. 

But, worrylngly, some of Entergy's 
swashbuckling attitude seems to have 
survived. The new management intends 
to bufld power stations overseas, acquire 
and run nuclear plants in the US and 
continue in energy trading. All of those 
are capital intensive and potentially vola- 
tile activities. Shareholders, who deserve 
a bit of peace and quiet, should ask tor 
some of the capital back instead. 


Start price ratefe to fee D« tote 



easier soon, and the prudent assumption 
must be that the c urre nt high level of bad 
debt provisioning continues for at least 
12 months. Moreover, the further 
risk is that slower growth could s3e the 
US and UK augmenting, rather tvmn allev- 
iating. the discomforts HSBC is experienc- 
ing In As ia. 

Despite the share being fairly (heap, at 
2.4 times book value, there are enough 
uncertainties to deter all but the bravest 
investors. But for long-term holders, the 
bank’s capital strength offers considerable 
compensation. The waming n outlook; may 
be uncertain, but the ability simulta- 
neously to absorb a $1.15 bn provision, 
increase the dividend by 14 per cent and 
lift Its regulatory capital ratios testifies to 
considerable resilience. 


By Rag* JUfctai ta Huonr 


Hoechst 


that its transformation into a life-sciences 
rranpany is on track. And it enables it to 
reduce the DM16bn of net debt looming 
uncomfortably large on the company's 
balance sheet 

For sentiment really to start flowing in 
Hoechst’s favour though, two further 
things are needed. It needs to complete its 
exit from polymers and organic basic 
rhcmiraig , which la trickier thaw BAUIng 
Herberts, given the sector's tunncdL And 
it has to show improvements in Its phar- 
maceutical division, especially on margin 
growth. But with the shares now trading 
at 7.5 times estimated 1999 enterprise 
value to earnings before Interest, tax and 
depreciation, investor appetite should 
resurface. 


Spotting the value in Hoechst is not 
difficult The tricky bit Is figuring out 
how long it will take to realise. After last 
year’s deflated expectations, investors are 
scarred. However, an upswing In senti- 
ment looks timely if the company is 
Indeed dose to Befflng Herberts, its paints 

unit 

The business Is a solid one. with an 
enviable franchise in the German automo- 
tive market Operating margins - at 6V4 
per cent - lag behind those achieved by 
rivals such as Sherwin-Williams. But such 
is the riamanri thaw days to watch paint . 
dry, both from finanrini and trade buyers, 
that a multiple of at least one times sales, 
or DM2.7bn, looks assured. 

For Hoechst, a speedy conclusion Is 
doubly Important It reassures Investors 




Even the sturdi est ship takes a beating 
in rough seas. So it is with HSBC. Indeed, 
given the fatwid t y <jf tfta economic reces- 
sion in Asia, a 13 per cent improvement in 
operating profits was some achievement — 
a vindication, at least for now, of HSBC 
having a broad spread of businesses. 

-For investors, this is all encouraging. 
Even the |1.15bn had debt charge looks 
tolerable in the context of a $250bn loan 
hook. But what of the future? Nobody 
knows, hut it is difficult to believe the 
wwstls past The nightmare scenario is a 
Chtnww devaluation, and that remains a 
possibility bo long as Japan, fails to re-ig- 
nlte the regional economy. 

Operating conditions are unlikely to get 


German pay-television 

There have been more twists and turns 
in European pay-television alliances thaw 
In a trashy soap opera. And Rupert Mur- 
doch is determined to find a partner 
before the series ar yfo There have been 
flirtations in the past: first in Germany 
with Canal Flos and Bertelsmann, and 
later Kirch; and recently in Italy with 
Mediaset. However, on each occasion 
problems of juice and control s cu pp ered 
the deal Shareholders keen to see the 
British Sky Broadcasting success repli- 
cated in continental Europe have bad 
little to cheer yet 

Clearly Kirch's o*»ch requirements and 
competition concerns now present News 
Corporation with an opportunity to enter 
the Premiere network, co -owned with 
Bertelsmann. Broadening Premiere’s own- 
ership structure by buying a chunk of 
Kirch’s half could neutralise concerns 
over the duo’s do minanc e of the pay-TV 
market But it is hard to see how News 
Corporation would gain the deg ree of con- 
trol to which it is accustomed. Assuming 
a subordinate position to the conservative 
and hostile Bertelsmann would be a pom- 
exchange for the valuable experience It 
would bring to the business. 

It is also hard to see the logic behind 
reports that News Corp. and Mediaset too, 
may take a minority stake in Kirch itself. 
Collaboration between two media moguls 
is a scary enough prospect for most share- 
holders: flddtng Mediaset's Silvio Berlus- 
coni should have them running for cover. 


Gerhard Schroder, challenger . to 
Chanc ellor Helmut Kohl in Ger- 
many’s election next month, will 
arrive In Washington tonight deter- 
mined to bofld stranger ideological 
ties between the two countries on, 
job creation and foreign policy. . 

In particular, he signalled a 
warmer attitude than Mr Kohl 
towards Turkey's application to join 
the European Xftdan. 

Exploiting his image as a Social 
Democratic moderniser, Mr SchrOdat* 
said yesterday he would stress how 
Germany could learn, from the dyha-: 
TTyi gm of the US economy. US entre- 
preneurs discussed ‘the opportuni- 
ties first — and the risks”. In 
contrast to Germany. . 

Opinion polls suggest Mr SchrOder 
is set to unseat Chancellor Kohl on 
September 27 - either at the hea d of 
a coalition with the environmental- 
1st Green party, or In & “grand coali- 
tion" between the Social Democrats 
and Mr Kohl’s nhriaH*n Democrats. 

Securing the US’s badge of 
approval ha* become less Important 
for politicians in Gennany the 


collapse of Communism- But Mr 

Schrbder is anxioos to bask In US 
economic success suid,. so close to 
the Election, bis trip is an important 
prelude' to campaigning. 

. Mr Schroder wffl reassure Presi- 
dent Bill Clinton that, under his 
>bnTieriiorqhip there would be no 
dramatic change in Germany’s sup- 
porMtar the.Nato defence affiance 
' and eastwards enlargement of the 
European Union. 

- Speaking in Hanover, Mr SchrOder 
Muted be would be significantly 

more explicit than Mr Kohl in ensur-. 
tug “that the door into the European 
Union must stay open for Turkey" 
arid that European Institutions could 
not put up a barrier to non-Christian 
faiths.:.. 

While the Social Democratic party 
(SHI) still sees Turkish membership 
of The EU as many years off, rela- 
tions with the US have been ruffled 
by Mr. Kohl’s perceived hostility 
towards Turkey’s membership. The 
IK is anxious to see Turkey firmly 
anchored within Europe and Nato. 
Mr Schroder's aides also said a 
Social Democratic government 
would be closer to the US position 


FEARS OF VIOLENCE SUBSIDE AS COMPROMISE IS REACHED 


N Ireland Catholics agree to 
controversial loyalist march 


By DavM Mgfcton to London 
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Fears of an upsurge in violence In 
Northern Ireland receded last night 
after Catholic residents in 
Londonderry's Bogslde agreed to 
allow one of the most contentious 
parades of the loyalist Trunrhing sea- 
son to go ahead. 

After three days of talks, the 
Apprentice Boys of Londonderry and 
the residents agreed a compromise 
that will allow Saturday’s march 
along a restricted route. 

The breakthrough came as the 
Real IRA, a dissident republican 
group opposed to tbs peace agree- 
ment, said it carried out a bomb 
attack in County Down at the week- 
end. The bomb injured 35 people and 
Cause TnlUinrm of pounds Of riamng p 
The group also claimed responsibil- 
ity for the wave of incendiary 
attacks on shops hi cent ra l Belfast 

The attacks Increased fears of. 
clashes over the Londonderry 


parade, which has provoked serious 
iwrfitontK in previous years. 

The agreement was welcomed by 
: both sides and by fine police. Chief 
Superintendent Joe MCKeever said: 
-ZUs is a victory for oommohsense 
and we are confident that everyone 
can. look-forward to a peace&l and 
enjoyable day." • • 

-The deed averts the sort of crisis 
seen at Drumcree when the march 
by the Protestant Orangemen down 
the Gavagfay Rood was banned by 
the Parades Commission - the 
agency set up by the . government to 
adjudicate cm contentions marches. 

The Orangemen reftised to accept 
the judgment and staged a mass pro- 
test in front of barricades set up by 
police. Proximity talks with the local 
residents to nothing and the 
demonstration ended only after the 
murder of three Catholic boys in 
what was seen' as a directly-related 
sec tarian killing. 

Donncha MacNiailais, a spokes- 


man for the Bogslde residents, said 
yesterday's deal Showed what could 
be achieved when there was a will to 
reach agreement. “If this wiD had 
been applied to the Drumcree situa- 
tion we may not have experienced 
the tragedies which occurred." Fol- 
lowing file agreement, the residents 
called off a planned demonstration. 

Alastair Simpson, governor of the 
Apprentice Boys, said: “A small but 
significant step has been taken for 
the better fixture of the city and for 
all our communities." 

Under the terms of the agreement, 
the main parade of 15,000 Apprentice 
Boys will be allowed to take place 
along the city walls. But only a 
small group will march to the 
cenotaph In the city centre. Only one 
band will accompany the parade 
along the walls. The Parades Com- 
mission last night banned three 
smaller Apprentice Boys marches 
planned in Catholic areas elsewhere 
in the province on Saturday. 
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on China In backing economic ties 
wrut raising y™gn rights concents. 

However, attention in the US may 
focus on Mr Schroder’s determina- 
tion to seek a European Union-wide 
immig ration policy based da restrict- 
ing inflows and reducing Germany's 
“unjustified” share of the associated 
costs. He favours long transitional 
periods affecting the free flow of 
labour as the EU expands eastwards. 

Mr Scbr&der said his foreign and 
defence policies would not be 
deflected by the possibility that bis 
cabinet would include - members of 
the pacifist Green party. Foreign 
governments could rely on a conti- 
nuity In foreign policy, economic sta- 
bility and a clear position towards 
internal security. 

Mr Schrdder will also hold talks 
with Alan - Greenspan, chairman of 
the US Federal Reserve, on job cre- 
ation and how to avert the worst 
consequences of financial specula- 
tion. He will announce "plans for an 
MBA course in Lower Saxony, the 
north German state where he is 
prime minister, which will use 
teachers and programmes imported 
from Purdue University. I n dia n a. 
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Finin vest confirms News Coip talks 

wjnrest the hokfing company of SBvfo • 
^^^^^thaftTtreprenfiiir and formar HaUan 
prime rrarister, confirmed that its Mediaset am 

°n a new meefia group that could 

irtvotw Rupert Murdoch’s News Corporation . 
and Germany's Kirch Group. Pag* 20 

Sara Lee to shake up body-eve arm 

Saa Lee, the US food and consumer goods . 

group, said it was reorganising its household 

and bo dy-care division in order to generate ■ 
^ about. S20°m hy the end of 

financial y«er. The arm hadover- 

ad sales of about SI 0bn last year. Page 22 

Bouygues battle more beltigwent 

What began as a dfffor- 
ence of strategy for 
Bouygues, one of 
France's leading Indus- 
trial empires, has 
turned nasty and is 
now a legal battle. On 
one side os Martin • 
and Olivier Bouygues, 

owners of 14.7 par 
cent of the group their 
father buBL On the 
other is Vincent BoSor* 

(toft) who grabbed 10 percent In December and 

forced his way on to the board. Page 20 

Traders look for Telebrds successor 

Last week’s sale of 
Tetebr&s^the BrazlBan 
telecoms group, wffl 

force many traders to 
think harder about 

where to Invest Its 
dominance over other 
public sector stocks 

was based on Its size 

and on the promise it 

would be sold, inves- 

tors determined to find 
a “son of Talebrds” are 
Scaly to plump for Telesp, the fixed-tine opera- 
tor serving the state of S3o Paulo. Page 38 

TPSA rating boosts flotation plans 

Tetokomurdkacja Polska SA (TPSA), Poland’s 

state-controfled telecoms monopoly, was given 

a rating of BBB by Fitch 1BGA, the London- 

based credit rating agency, before the com- 
pany’s planned flotation later this year. Page 26 

lonica falls as investor search fails 

Shares In UK-based lonica tumbled by more 

than a third after the telecoms group said ite . 

two-month search for a str ategi c invertor Had 
so for proved unsuccessful Page 24 

Gold miner in maiketing warning 

Normandy Mining, Australia's third largest gold 

mining group, has warned that the cowitiy'B 

gold mining Industry - the world’s third largest 
-r feces more hard times if It fofls to Improve - 
marketing and co-ord&iatksn. Page 28 


HSBC profits hit by bad debts 
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HSBC Holdings, the London-, 

based IbIww^mI hmHnj 

grtaq?. saw its shares drop 38p 
yestenfar to 2HL90 as its first 
half profits took a battering 
from, bad debts in its core busl- 
oes6as In Bong Kang and Asia. 

A SL15&Q provision fir bad 
and doubtftd drtris, up than 
*257m a year earlier, helped 
cut g rou p prate profit 24 per 
cent to S&SBfan. 

Krtfh Whftso n, g roqp chief 
executive, said HSBC bettered 
Asia would ultimately recover 
but it was hard to predict 
whan. “Quite where we effi be 
in 12 months’ Is 

w w»w w w»iy / Wrkr uH to say,“ he 
said. “There Is a ttttte tt^btat 

fba md ct riw bnwri “ 

Investors aa pe ar ad to dtabt 


Asian turmoil affects banking group’s core businesses 


whether the; had yet seen the 
want of HSBC’s c redit prob- 
lems. Item-performing iw»w fo 
Hang Kang jumped in the last 

ShC TIW*b* Anw yglOyri ' nf f),ft 

per -cent of outstanding lend- 
ing, to fl.lSta, or L7 pa cart 
B lae w he r e hi the Asia-Pacific 
region, nos-psformlng kMns 
j »ny i from $126ba, cr &9 per 

f i t rf nnWamllng TtvH trifle (q 

S5U7bn, or &9 per cent 
"You fid you cant touch 

ffif i h n H wn Qf ttw flui liiniilri£ f 

pool at the moment," said 
aiinm smn»»T« i jutiMug ana- 
lyst at Dresdnar Klelnwort 
Hawanw- “Is tfib a 12- month 
downturn or a three-year 
dow nturn ?" 

that uncertainty was com- 


pounded because the bank left 

ib» yjortii geoeni 
provlsicm It had set aside to 
cover Aslan risk at the end at 
lart year. 

1 thii^t then -is sufficient 
uncert ai nty In today's market- 
place to justify that provbdan 
continuing.” Mr Whitson 
“We would rather be safe than 
sorry." 

HSBC’s diversification over 
the past 10 years in the US, 
Latin America and the UK, 
whore It bought Midland Bank 
In ilm^has paid off by allow- 
ing the group to weather the 
difficulties In its traditional 
Par Eastern profit oantrea. 

Hongkong and Shanghai 
Banking Corporation, the 


group’s historic heart, saw pre- 
tax profits fell 36 per cent to 
HKgS-Shn (US$123ba>, white 
Hang Seng Bank, In which 
HSBC owns 82 per cent, fell 22 
percent to HKHAn. 

Both banks saw interest rate 
margins come under pressure 
in Hong Kong. Both also had 
to write down the value of 
their Hong Koug »«i Stive* 
pore p r op erty portfolios. 

Midland held pre-tax profits 
steady at £80Bm (glAhn), 
despite a E60m prov i si on for 
pwinr * missdttng. Contribu- 
tions from Marine Midland In 
the US *»ri B am a rtn dua in Bra- 
sil also increased 
Investment banking profits 
7 per cent l o wer than a 


year earlier at S237m before 
tax, but more than double the 
|79m recttfded in the second 
half of last year. 

Ur Whitson Insisted HSBC 
remained committed to the 
division, in spile of rumours 
that it might follow the exam- 
ple of Barclays and National 
Westminster Bank, the UK 
banks, by selling out. 

"We have absolutely no 
intention of aeDing or divest- 
ing ourselves of our Invest- 
ment banking,** he said 

Retained profits helped 
HSBC to strengthen its capital 
base to S28bn. taking its Tier l 
capital adequacy ratio to 9.8 
per cent from 9.4 per cent. 

Laic, Page 18 

Aarta tonaol lusts. Page 18 
WwnWcaBun pays ofl, Page 24 


Pearson 
reconciled 
to keeping 
stake in 
Lazards 


By Join 


Pearson, tin group that 
owns the Financial Times, is 
not hkdy to achieve an eaxfy 
sale' of its staka in Lasanfe, the 
investment banking partner- 
ship, ifojte m Mhrt l to nar- 
row its ficus, it indicated yes- 
terday. - 
Marjorie Scardino, Pearscoi's 
chief executive, mid it would 
he “cmntdicatedr to antaiigie 


the relationahfy with the Laz- 
aret houses In London, New 
York and Paris and "it may 
wefl produce a fen palatable 
result than staying In lj^ 

Mrs Scxrdhm'a , commenta 
follow a tfiaensaian with the 
Lazard partners headed by 
Ifidiel DaVid-Weffl, who is a 
Feenon board drector. 

This has not produced an 
attractive offer for the stake, 
which the partners have the 
light to buy. 

Pearson’s directors believe 
that they would be more ttkdy 
to gain a good price fir the 
stake, which inchidee aSOper 
cent interest in Laxard 
Brothers In London, if the Laz- 
ard partners decide on a 
r es tru ct uri ng. 

Mrs Scardino’s comments 
came as Pearscm shares rose 
by &6 pa: cent to dose 80p up 
at £22 after It announced a 
s tnmgar - tiMmexpect e d rise in 
pre-tax profits from £SQ.7m to 
£3saan (SS9Lan} fir the six 
months to June 30. 

Apup niin ^ coo* 

tinning operations: ite. by 2B 
per cent from £8SL9m to 
£107 An. It gained £182. 4m 
from selling a stake In the sat- 
ellite-operating group SodAtt 
Buropdeme dee S a ten t tns . and 
made several other dl g weah. 

Profits at the Financial 
Ttaee Group, which comprises 
the: newspaper and : related 
businesses, rose by 12 per cent 
from £5&4m to £S&Bm. 

The newspaper Itself contrib- 
uted a 17 per cent rise in prof- 
its from £22fen to S28.7UI. 

Mis Scardino said the rise in 
the newspaper^ fritamaticmel 
meant it was selling 


more, copies outside the UK 
t han in its traditional home 
market. 

Hair* of tie US edition were 
42 per cent up on the same 
parted last year. 

By file end of fids year, it 
will have invested £23m of its 
planned XlflQm in v estm en t pro- 
gramme to boost the circula- 
tion of the FT fa the US. 

it ajso plans to stmt charg- 
ing for access to FTcom, its 
internet site, from October. 

Mrs Scardino said the com- 
pany had. improved its operat- 
ing performance and was 
using. working capital more 
efficiently. . 

This had allowed, it to 
reverse last year’s cash out- 
flow of £60.7m In the first half 
to an Inflow of SAiTAm. 

She said there bad been a 
■ phenome nal" amount of 
interest in its Tnssauds Group 
arm. which has been pot up 
for sale; from both trade end 
financial buyers. 

The ™gnpany «pwria to <tts> 
pose, of its Tussauds arm by 
the end of the year. 

Group sales rose by 9 per 
emit from £95 7m tb £989m. 
while those from continuing 
operations rose 5per cent from 
2896m to £944m. 

Bundngs per share rose frum 
ILlp.to 4Klp, ifidle earnings 
adjusted for disposals rose 
from $r to ; 

The interim dividend rises 
from 7.8? to 8p. 


C&WC stake issued as bond 


Bell Atlantic's 
$3.5bn issue will 
convert to shares 
after four years 


By Wocert Boland 


Bell Atlantic, the US local 
triftcnrwimiTriraHntiB group. Sig- 
nalled yesterday that it was 
disposing of its 18A per cent 
stake in . Cable A Wireless 

r nmrminlrarHrmii the OK tele- 
coms and cable company, with 


a record $SL5bn exchangeable 
band Issue. 

Bell Atlantic, which last 
week unveiled a $l20bn all- 
share merger with GTE. 
another US local telecoms pro- 
vider, Krill the bond alter four 
years would be convertible 
info its stake In C&WC. 

Shares in C&WC fell sharply 
(m the I/nvten stock exchange 
after the news, closing Kft&p, 
or 10.6 per cent, lower at 
SBSKp. Atthat price the Bell 
Atlantic stake is valued at 
about £L7bn (gajbn). C&WC 
was listed on the market in 
April last year at 300p a share. 

The Bell Atlantic move fol- 
lows the sals earlier this year 
by BCE, the Canadian tale- 
cans group, of a 142 per cent 
stake in C&WC. The control- 
ling 52.7 per cent stake in 
C&WC is owned fay Cable & 
Wireless, the UK telecoms 
group; while the remaining 
shares ere freely traded after 
the placing of the BCE stake. 

This Is Ball Atlantic’s second 
big exchang eable bond this 
at. hi February, it l a un ch ed 
a |24bn issue exchangeable 
info Its 25 per cent stake In 
Telecom Corporation of New 



Jofcring the bondwgo n: Hohnd Dorisr HoBand, the son gw rite r s who wrote scores of Motown hlrt for 
groups ■« the Supreme*, above, rartad SSrtn by lotting a bond against toturs rayattiM. Fid stay, Pag* 22 


Zealand. Bankers said the 
bands were tax-efficient for the 
company, which gets its 
money Immediately but defera 
tw until after oop ve rstan 

Frederic Salerno, Bell Atlan- 
tic's Ehiflf fhumrial rt U nwr said 

the company wanted to “real- 
ise some of the substantial 
value that has been crested by 
our investment in local com- 
m nnicatiflDS facilities" in fiie 
UK. Proceeds of the exchange- 
able bond are to be used "fir 
purposes that include ongoing 
bustoesH o p por tuni ties and the 
reduction of short-term debt". 

The bond is being lead man- 


aged Jointly by Warburg Dillon 
Read and Morgan Stanley 
Dean Witter and will be priced 
later this week or early next 
week, after it has been mar- 
keted to potential Investors. 

It is by fir the largest in a 
steady flow of exchangeable 
and convertible bonds from US 
and European companies this 
year. Bankers say conditions 
for these deals are good: low 
Interest rates, high and vola- 
tile equity markets and a trend 
towards “monetising" strategic 
stakes. Analysts said that at 
8&5bn the exchangeable would 
be a boost for the convertible 


bond sector, which offers expo- 
sure to both equity and fixed 
income markets. 

“There is still a significant 
appetite for convertibles and 
exchangeables, and this gives 
a boost to the asset class," one 
analyst said. 

Investors who buy the bond 
wDl be able to exchange It for 
shares In C&WC at a 28 per 
cent premium to the current 
share price. That is about the 
middle of the range at which 
exchangeables have been set 
in the past few months, 
although certain bonds have 
carried a higher premium. 


Bank chief 
to become 
chairman 
of BHP 

By Brno RaUMN in Krtgoorffo 

Don Argus, chief executive 
and managing director of 
National Australia Bank, is to 
take over as chairman of 
Broken Hill Proprietary. Aus- 
tralia's largest resource group. 

He will replace Jerry Ellis, 
who has been widely criticised 
for BHP*s poor performance in 
the past few yean. 

BHP shares surged after tha 
morning announcement before 
closing DA cents higher at 
813.38. well below the day’s 
peak of 813.70. NAB, mean- 
while, fell 1.7 per cent to 
AS22.54 on confirmation of Mr 
Argus's departure. BHP also 
denied reports that Rio Tintn, 
the Anglo- Australian mining 
giant, might take over the 
group's mineral division. 

Although Mr Argus will not 
take up his appointment until 
the first half of next year, 
early confirmation of his move 
could help buoy BHP shares 
now, analysts said. "The mar- 
ket is clearly not satisfied with 
Jerry Ellis and was looking for 
a dear indication of when he 
was going to move, so that’s a 
positive," said one analyst. 

The next step for BHP will 
be naming a chief executive 
and managing director to 
replace John Prescott, who 
resigned earlier this year. 

BHP has seen its share price 
slide In the past year. It was 
overtaken by NAB as Austra- 
lia's largest company in terms 
of market capitalisation earlier 
this year. For the business 
year to June, BHP reported a 
record net loss of A$1.47bn 
l$900m). It has made asset 
writedowns worth A84bn over 
the past two years. 

Mr Ellis had been expected 
to announce his resignation at 
Biff's annual general meeting 
in late September. BHP’s deci- 
sion to announce Mr Argus's 
appointment yesterday was 
seen partly as a response to 
plans by the Australian Share- 
holders' Association - a minor 
investor in BHP - to present 
requests from 300 shareholders 
for the removal of Mr Ellis and 
David Aslmus, a director. 

Mr Argus, 60. joined BHP’s 
board as a director in 1996. He 
had became NAB's managing 
director in 1990. NAB has now 
recorded five successive years 
of net profits - Including a 
record A$2.2bn in the last 
financial year. Mr Argue has 


little experience in BHP’s tra- 
ditional business fields but 
enjoys strong support among 
institutional investors. 


Albertson’s and 
American Stores 
in $7.9bn merger 


By MctardTi 


is New Yorit 


Albertson’s and American 
Stare8, two US fiod and drug 
retailers, announced plans for 
$7Jbn merger y es te r day in 
one of the US retail industry's 
biggest deals. 

The all-stock transaction 
will create the largest US 
supermarket gnnq> with 2/*78 
stares in 37 states and esti- 
mated sales tw* year of 8861m. 

ft is the biggest deal so far 
amid a wave of consolidation 
fay US supermarket operators, 
triggered by flat revenues and 
increased- competition from 

dlSCOUnt fthatwa 
In May, the Dutch-based 
Ahold supermarket group, 
which has extensive 
operations in the US, 
announced plans to buy - the 
Maryland-based Giant Food 
group fir more thaw J2.7btL 
In this latest deal. Albert- 
sen’s will pay shareholders of 
American Stores at a rate of 
0.68 Albertson's shares for 
each American Stores share 
they own. This will result in 
the issue of ra8m new Albert- 
son's Shares. 

Albertson’s will also assume 
$3.4bn in American Stores 
debt, putting an enterprise 
value of guJbn an the deal 

Yesterday, > Albertson’s 
shares were down |2tt at M&ft 
in wly trading, reflecting 
worries about the price paid 
and the number of shares 
bring issued. But shares in 
American Stores shot up |3ft. 
or .16 per cent, to $26%. 

American Stores, based in 
Salt Lake CHy, Utah, has L558 
stores in 26 states including 
269 food and drugstores, 539 


supermarkets and 750 drug- 
stores. Its supermarkets and 
combination stores operate 
under the names Acme Mar- 
kets, Jewel Food Stores and 
Lucky Stores and ite drug- 
stores operate under the Osco 
Drug and Sav-an names. 

Albertson’s is based In 
Boise, Idaho, and has 916 
stores operating in 23 western, 
midwestern and southern 
states. 

American Stores, hurt by the 
cost of consolidating and 
streamlining its operations in 
Salt Lake City, has recently 
sufflaed weak pro fi ts, and had 
been seen as a likely takeover 
candidate fir months. 

US supermarket operators 
have been hit by an increasing 
tendency ammig Americans to 
eat away from home, reducing 
the amount of food bought on 
shopping trips. 

They are also having to con- 
tend with increased competi- 
tion from large discount store 
chains, such as Wal-Mart 
Stines, which have been mov- 
ing aggressively into their 
market by offering groceries as 
well as other goods. 

• Supermarkets see mergers 
as a fflMM of fl ghtitig hn/fr 
because they can yield big 
flnsneial benefits through 
greater economies of scale and 
Increased buying power. 

Gary Michael, chairman and 
chief executive of Albertson's, 
said annual cost savings from 
the merger with American 
Straus shook! reach $300m by 
the third year, and should 
start adding to Albertson’s 
earnings per share next year. 
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Application has been made to the London stock Exchange tor the following securities to be 
admitted to ihe Official Lot 


Santander Finance Limited 

ta company mcor p or aa o -.wih l.mreO ab-toy vnocr rtt r tam of tne Cayman WandO 


10,000,000 Euro Series M 

6.15 per cent. Non-Cum ulative Guaranteed 

Preference Shares 


Guaranteed by 
Banco Santander, SA 


Listing Particulars relating to the issue may be obtained during normal 
business hours for fourteen days from the date of this formal notice from 
Alien & Overy, One New Change. London EC4M 9QQ. 

Copies of the Listing Particulars relating to the above may also be obtained 
during normal business hours from the Company Announcements Office of 
the London Stock Exchange, Old Broad Street, London EC2N iHP, by collection 
only, up to and including the second business day after the date of this formal 
notice. 


Sponsor 

Warburg Dillon Read 
1 Finsbury Avenue 
London EC2M 2PP 
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COMPANIES & FINANCE: ASIA-PACIFIC 


HSBC HOLDING SHARP INCREASES IN PROVISIONS FOR BAD AND DOUBTFUL DEBTS DEPRESS RESULTS FOR TWO HK SUBSIDIARIES 


Asia turmoil hurts Hongkong Bank Hang Seng 


By Louise Lucas to Hobs Kong 


The Hongkong Bank Group's 
contribution to HSBC Hold- 
ing's result was sharply 
pared back by a HK$S.4bn 
(U5$S25m> provisioning 
charge, related mainly to 
bad loans in Indonesia and 
Thailand. 

Hong Kong-based banks* 
exposure to the turmoil in 
Asia has resulted In a steep 
rise in provisions across the 
sector as non-performing 
loans, which previously 
accounted for less than 1 per 
cent of total loans, start to 
rise. 

However, Roy Ramos, a 
banking analyst at Goldman 
Sachs, said the provisions 
would continue to grow. 
"Hongkong Bank and stable- 
mate Hang Seng Bank are 
two great hanks, but the 
depressing thing is that nei- 
ther has over-provisioned, " 
he said. 

fn Hong Kong, Mr Ramos 
expected the ratio of non- 
performing loans to rise to 
at least 8 per cent of total 
loans, while in Indonesia 
and Thailand the ratio is 
about 40 per cent. “We 
expect very heavy provision- 
ing for the balance of the 
year, and probably next year 
too," he said. 

In addition to the 
HK$6.4bn for bad and doubt- 
ful debts and contingent lia- 
bilities, Hoogkong Bank 
Group is maintaining its 
HKgl.6tm additional general 
provision for emerging 
credit difficulties in Asia, 
booked at the end of last 
year. The ratio of provisions 



Bank reports 
23.7% decline 


Shell to 
step up 
station 
closures 


By Loniso Lucas 


Telling contribution: Hongkong Bank's result was bafly affected by a rise in non-performing loans 


Tony Andrews 


to gross advances stood at 
2& per cent at June 30. up 
from 1.7 per cent at the same 
stage last year. 

The charges at Hongkong 
Bank eroded earnings, which 
were sharply lower than 
market forecasts. Net profits 
fell 41 per cent, from 
HKSIO-Sbn in the first half of 
1997 to HK$6.09bn in the 
same period this year. At the 
operating level, before provi- 
sions, profits rose 5 per cent 


John Strickland, chair- 
man, said: "The economic 
downturn in Asia has 
brought slow demand for 
loans, deteriorating credit 
quality and higher interest 
rates. This common pattern 
conceals wide differences of 
effect," 

In Hong Kong, the result 
was limited to a marginal 
reduction in pre-provisions 
operating profit, with credit 
quality problems limited to 


trade finance and corporates 
with a south-east Asian 
focus. 

Bad loans hit south-east 
Asia: 60 per cent, or 
HK$3.7bn, of provisions 
related to loans made in 

Ind onesia and Thailan d, he 
said. 

In spite of a reduction in 
interest rate spreads in Hong 
Kong - largely a factor of 
rising interbank rates - the 
bank managed to increase 


marginally its net interest 
income, from HE$16L3hn to 
HK$l&76bn. 

Total advances to custom- 
ers also climbed modestly, 
mainly due to growth tn resi- 
dential mortgages and corpo- 
rate lending in Hong Kong. 

A positive spin-off from 
the Asian financial crisis 
was highlighted by the 
growth in other operating 
income: dealing profits rose 
by 85 per emit. 


Hang Seng Bank, the Hong 
Kong subsidiary of HSBC 
HQlcfings, followed the group 
trend of first-half net earn- 
ings hit by Increased' provi- 
sioning. 

Hie bank reported a 23.7 
per cent drop in interim net 
profits, from HKS4.98bn to 
HKJ3.80bn <$490m), sharply 
lower than the 10-20 per 
cent decline. forecast by ana- 
lysts. 

The biggest toll was taken 
by bad debts, for which 
Hang Seng made a fourfold 
increase in provisions from 
HK$205m fn the first half of 
1997 to HK$902m. The bank's 
customer base is mainly 
domestic, although corporate 
clients may have regional 
exposure or be engaged 
In exports and imports in 
Asia. 

However, even at the oper- 
ating level profits were 
down, although by a more 
marginal 0.8 per cent David 
Eldon, chairman, attributed 
this to the economic slow- 
down - now officially classi- 
fied as a recession - in the 
territory. 

“In the first half of 1998 
Hong Kong has beat exper- 
iencing an economic down- 
turn arifl a diffic ult banking 
environment characterised 


by reduced loan demand, 
high Interest rates, intense 
competition tor deposits and 
increased funding costs, " he 
said. 

Higher interest rates in 
file interbank market, cou- 
pled with a lower average 
pricing of the residential 
mortgage portfolio and the 
increase in defaulting inter- 
est payments, squeezed the 
net interest margin by seven 
b a sis points to 3.01 per cent 

per nnnitm. 

With the stock market 
worth about half its value at 
last year's peak, there were 
few investment ga i ns, which 
have traditionally boosted 
earnings. Profits on the dis- 
posal of Investment securi- 
ties slumped from HK$592m 
to HK*64ra. 

The group also saw less 
growth "than its stablemate, 
Ho ngkong Bank, in foreign 
exchange dealing profits: 
despite the volatility, it 
saw Income from this sector 
climb Just 11.78 per 
cent, from HK$263m to 
HK*294m. 

Ramin g n per share at the 
interim Fell 22.9 per cent, 
from HKS2.58 to HKS189. 
and the dividend - in 
contrast to the “progressive" 
payout at group level - 
has been - held at 
HKSL40. 


By Alexandra Harney to Tokyo 


Asatsu shares climb on details of alliance with WPP 


By Alexandra Harney in Tokyo 
and Afison Smith in London 


Shares in Asatsu, Japan's 
third largest advertising 
group, rase by almost ID per 
cent yesterday as details 
emerged of its alliance with 
WPP, the UK marketing 
group. 

WPP International Hold- 
ing, the t radin g company 
that owns WPP, will spend 
Y29.98bn ($208m) to pur- 
chase all of the 10.31m 


shares Issued by Asatsu in a 
third-party allotment. The 
move brings its stake in the 
company to 20 per cent after 
the merger announced last 
week with Dai-Ichi. The 
shares will be purchased on 
September 14. 

Asatsu will take a recipro- 
cal stake in WPP, amounting 
to about 4 per cent of the UK 
group's enlarged equity. 

A new holding company, 
WPP Japan Holdings, win be 
used by the two groups to 


explore ways of enhancin g 
the services they can provide 
both to Japanese companies 
looking to increase their 
presence overseas and to 
western multinational com- 
panies seeking to enter the 
Japanese market 
Masao InagaM. chairman 
and chief executive of 
Asatsu, will head WPP 
Japan and will also become 
a non-executive member of 
the WPP board. Martin Sor- 
rell, chief executive of WPP, 


will become a non-executive 
director at Asatsu. 

“This is marriage, this is 
not just dating,* 1 said Loma 
TQbian, a media analyst at 
Panmare Gordon in London. 

The aim is to provide a 
stronger base from which to 
challenge Dentsu and Haku- 
hodo, the two largest Japa- 
nese agencies. 

The move could mark the 
start of a period of consolida- 
tion in the Japanese adver- 
tising industry. Like other 


countries’ advertising sec- 
tors, it is having to respond 
to increasing pressure from 
international clients 
demanding that their agen- 
cies provide global coverage. 

The details of the deal 
lifted shares in Asatsu 9.48 
pv wnt, or Y290, to dose 
yesterday at Y3.350. Last 
Monday they were trading 
about Y2.660. 

The details included a 
commitment to use its cash 
and Hnanrial resources after 


the merger with DIE to 
alliance shareholder value. 
The company has recently 
acquired the power to carry 
out share buy-backs but 
could use the resources to 
make, acquisitions as welL . 

Asatsu also lifted its earn- 
ings forecast for the year, 
from Y2Jha to Y2.5bo, an 
turnover of Y240bn. Last 
year, the company reported 
profits of YL63bn on sales of 
Y225.1hn. 

The alliance with Asatsu 


marks' a step forward in 
WPP's ambitions to attain 
critical mass across the larg- 
est markets internationally. 
Far the past few years the 
group has highlighted 
Japan, along with France 
and Australia, as an area 
where it needs to bolster its 
position. 

It is still looking for pur- 
chases in France, probably 
Paris agencies which have a 
strong national presence but 
lack international networks. 


Shows Shell, the troubled 
Japanese oil group, is step- 
ping up its plan to cut costs 

by closing unprofitable pet- 
rol stations, the company 
said yesterday. 

The move reflects the diffi- 
culties the industry, as profit 
margins shrink fallowing 
deregulatpry reforms and 
intense price competition. 

The news sect the group's 
shares up Y23, or 3.6 per 
cent, to Y664. 

The group, which is a joint 
venture between Shell, the 
Anglo-Dutch oil company, 
and Showa, the Japanese oil 
group, aims to close 600 sta- 
tions by the end of the year. 
The group has already shut 
nearly 130 stations this year. 

However. Showa Shell 
would not identify which 
stations It expected to close, 
nor how much it expected 
the move to save. 

“We have special relation- 
ships with the dealers that 
operate our stations, and 
without their permission we 
cannot make the decision to 
close the station,” the com- 
pany said. 

The move is the latest step 
in a restructuring pro- 
gramme that the group esti- 
mates will bring Y14.7bn 
($l02m) in savings this year. 

Last month, Showa Shell 
announced plans to shut Its 
refinery in Niigata, in north- 
ern Japan. The company 
said it hoped to reduce costs 
by Y2bn a year as a result of 
that closure. 

Showa last week reported 
half-year pre-tax profit down 
from YlOiibn to Y3.4bn, on 
revenues of Y624bn com- 
pared with Y761.7bn last 
time. 

Operating profit was 
Yl.7bn, against Y10.2bn. 
Warnings per share fell 
nearly 50 per cent from 
Y12.12 to Y6.35, but the 
group has maintained the 
dividend at Y4. 

The group forecast full- 
year pretax profits of YtObn 
and net profit of Y5bn. 


HSBC Holdings pic <Zk 




1998 Interim Results 


Comment by John Bond, 
HSBC Group Chairman 


30 June 

1998 

£m 

Half year to 

30 June 
1998 
U5$m 

30 June 
1997 
USSm 

2,234 

Profit before tax 

3,686 

4,285 

1,456 

Profit attributable 
to shareholders 

2,402 

2,870 

pence 


uss 

USS 

54.5 

Earnings per share 

0.90 

1.08 

22.2* 

Dividends per share 

0.37 

0.325 

£m 


US$m 

US$m 

24,914 

Capital resources 

41,523 

40,775 


1 HSBC Holdings' results in the first half of 1998 
reflected both the impact of a deteriorating economic 
environment in Asia and also the underlying strengths 
of our Group. Although we achieved an increase in 
operating profit before provisions, profit attributable 
to shareholders of US$2,402 million represents . a 
16 per cent reduction compared with the first half of 
1997. However, the Group remains well placed within 
the financial markets in which it operates. The Board 
has declared an increased dividend of US$0.37 per 
share, a growth of 14 per cent when compared with 
US$0.325 per share at this stage in 1997. 


“The dividends per share were translated at the 30 June 1998 
exchange rate for illustratiiv purposes only. 


First half 1998 over first half 1997 


" Inevitably , ; the economic difficulties in Asia have had 
a marked effect on the performance of certain pans of 
our loan portfolio. As a consequence we have taken 
provisions amounting to US$1,146 million for bad 
and doubtful debts in the first haff of 1998, an increase 
of US$889 million over the same period in 1997. 

“If the first half of 1998 was characterised by difficult 
trading conditions in Asia and more volatile markets 
internationally, it also illustrated the advantages 
derived from the Group's wide geographical distribution 
of earnings and assets which has been achiei’ed in 
recent years. In the first half of 1998 our businesses in 
North America and Europe achieved pre-tax profits of 
US$2,186 million, constituting 59 per cent of the 
Group 5 pre-tax profits for the current period. 
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Operating profit before provisions up 13% 


Pre-tax profit down 14% and attributable 
profit down 16% 


Earnings per share down 17% 


“Our confidence in Aria's long-term prospects 
remains unshaken. The current downturn should be 
seen in Ae context of three decades of remarkable 
economic achievement While it is difficult to predict 
when Asia's economies will recover, are belieit that 
they will emerge after a period of painful restructuring 
stronger and more competitive than before. 


If you want to do business in Europe, 
don't let our location fool yon. Madeira is 
a region of Portugal and the people of 
Madeira have a passion for international 
business that dates back centuries. It's this 
passion for quality service and cost-effi- 
cient operations that is making Madeira's 
new international business centre such a 


new vantage point on Europe from its 
perfect perch for global business. 


Madeira 


Where Global Budinedd 
Id a Way of Life 


success. 


Dividends pier share up 14% 


Total capital ratio 14% and tier 1 
capital ratio 9.8% 


"We shall continue to develop and implement our 
plans for building our business in the region. 
The HSBC Group is strong, the risks manageable. 
Wuh our broad spread of business, our capital 
resources and our highly capable staff, we are well 
placed to take advantage of the opportunities 
which will arise. 


Here you'll find over 2,700 companies 
in financial services, international services 
and shipping, as well as in manufacturing 
for Europe and the world within an indus- 
trial free trade zone. And the advantages 
are nothing but special So get a ’ 


Madeira Development Company . 
RuadaMouraria,Na94 
RQ.Box4IM ' 

9052 Funds! Codex Madeira Portugal 
Tel: (351-91) 20.1333 Fax: (351-91) 20.1359 


The 1998 Interim Report will be sent to shareholders on Friday 14 August 1998 and copies may be obtained from Group Corporate Affairs 
at the address bekmi 


Incorporated in England with limited liability. Registered in England: number 617987 

Reglaend Office atri Group Had Office: 10 Litwer Thames Street, LimdonEC3R6AE, United Kingdom. 


Web: wwwJabcpvup.com 


F or information on Madeira and how we can help your business, write or tax us at our address. 
You can find us on the Internet at http^/www.sdmadeira.pt/ E-mail sdm@sdm.pt 
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Union Bank of Svu faerland and Swiss the world. Now that we are able to draw 

Bank Corporation have joined to form a on an even wider world of resources we 

bank with assets tinder management of find we can serve each client even better, 

more than USD 1000 billion, ranking 

among the top financial Services firms in Welcome to the new UBS AG. 
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FINANCIAL TIMES TUESDAY AUGUST A IW* 


COMPANIES & FINANCE: EUROPE 


TRUCKS A 15% RISE IN PROFITS JUSTIFIES LONG-TERM STRATEGY WITH THE AIM OF COMPETING WITH DAIMLER-BENZ 


Buoyant demand and cost cuts lift Scania 


By Tim Burt In Stockhofin 


Scania, the Swedish heavy 
truck manufacturer, yester- 
day reported its first signifi- 
cant profits growth since Its 
stock market debut more 
than two years ago. 

The company, which was 
floated by the Wallenberg 
business empire in April 
1986, saw first-half operating 
profits rise by 15 per cent to 
SKrl.64bn (3207m), as 
increased European truck 
sales helped lift turnover 
from SKrlS.gbn to SKr22bn. 


TWGto 
dispose of 
Russian 
steel stake 


By Astrid Wendlandt 
In Moscow 

Trans- World Group, the 
London-based metals trader, 
is to shed Its controlling 
stake in Novolipetsk Metal- 
lurgical Kombinat. Russia’s 
second largest steel pro- 
ducer, putting an end to 
years of conflict between the 
two companies. 

“TWG’s exit Is the most 
logical solution for both of 
us." said Novolipetsk. Terms 
of the sale have not been 
disclosed. 

TWG lost management 
control of the Russian 
company at the weekend, 
when it failed to gain board 
representation at the annual 
shareholders' meeting. 

Officials from investment 
institutions linked to Unex- 
Imbank, the Russian bank- 
ing group, won five of the 
nine seats available. "For us, 
it's a strategic victory,” said 
MFK-Renaissance. which 
holds a 15 per cent stake in 
Novohpetsk. 

However, the UK company 
said: "Individual directors of 
TWG may decide to continue 
their Interest in Novolipetsk 
Metallurgical Kombinat 
through the company [which 
purchases] the shares.” 

Analysts claim Trans- 
World upset Novolipetsk, 
which has capacity to pro- 
duce 9J9m tonnes of steel a 
year, by buying its steel at 
nearcost price and then sell- 
ing it on at global market 
prices without returning the 
profits. 

TWG also created tensions 
among the management of 
the Russian company 
by denying board member- 
ship to other minority share- 
holders for more than two 
years. 

After a series of lawsuits, 
TWG gave in and a few 
minor shareholders were 
appointed to the board. 


Leif Catling, chief execu- 
tive, hailed the result as a 
vindication of Scanla's 
long-term growth strategy 
which has been to build 
European sales In the face of 
intense price competition 
from Daimler-Benz, to 
reduce component costs and 
to overhaul production and 
marketing. 

Since the flotation, that 
strategy has been under- 
mined by pricing pressures 
and higber-than-expected 
production and warranty 
costs on Scania's flagship 


vehicle, the 4-series truck. 

In the first half of this 
year, however, falling war- 
ranty costs and increased 
price stability enabled 
Scania to maximise profits 
as European trade sales rose 
23 per cent to SKrl7bn. 

Mr Ostling said buoyant 
demand in Europe was the 
main factor behind a 10 per 
cent rise In pre tax profits to 
SKrl.49bn. 

“We have not seen this 
sort of growth since the first 
quarter of 1996," he said. 

Order bookings In western 


Europe, where Scania has a 
market share of 15.2 per 
cent, rose more than 20 per 
cent 

The strong performance in 
Europe was offset by mount- 
ing- losses in Latin America, 
where output was disrupted 
by plant refurbishment and 
excessive production costs. 
The region, which contrib- 
uted profits of SKrSOTm last 
time, reported a loss of 
SKr27lm. 

Mr Ostllng said the group 
hoped to reduce costs in 
Latin America by sourcing 


more components from local 
suppliers, particularly in 
Brazil where Scania's mar- 
ket share fell from 4L5 per 
cent to 33.1 per cent in the 
first half. 

"We have to pay customs 
duties of 18-20 per cent on 
components sourced outside 
Latin America and we are 
seeking ways round that,” 
he said. 

Aslan sales - accounting 
for up to 5 per cent of the 
group total - were also mori- 
bund. 

Industry analysts said the 


figures reflected falling costs 
and improved marketing in 
Europe - Scania's largest 
market - where margins 
rose from 7.7 per cent, to 102 
per cent 

“It has been a long wait 
for some good news but they 
appear to be getting things 
right is Europe at least, 
said Roland Jonsson at Deut- 
sche Morgan Grenfell. 

Scania’s most commonly 
traded B shares rose SKr5 to 
SKrms yesterday. 

Earnings per share rose 
from SKr6 to SKT5J25. 


Sour notes mar the Bouygues concert parly 


The empire is spirt by a fight between family 
shareholders and newcomer Vincent BollorS, 
write Robert Graham and David Owen 


Crossed lines 


snarenqnmsB 

Bywta 


A war of attrition bas 
begun for the heart and 
soul of Bouygues, one of 
France's premier industrial 
empires. 

On one side are the sons of 
Francis Bouygues - Martin 
and Olivier - who own 14.7 
per cent of the construction, 
television and telecommuni- 
cations group built by their 
father. On the other Is Vin- 
cent Bol lort, a shrewd raider 
with a sizeable group of his 
own wbo snapped up 10 per 
cent last December and 
forced his way on to the 
board. 

By a stroke of irony. Mar- 
tin Bouygues and Mr Bollore 
were school companions at 
the age of eight. 

What started as a clash of 
cultures and strategy has 
turned nasty and escalated 
into a legal battle. Martin 
and Olivier Bouygues set the 
ball rolling on July 21, chal- 
lenging the continued valid- 
ity of a concert party agreed 
with Mr Bollore last Decem- 
ber. Mr Bollore has 
responded with counter- 
actions. 

“Bollore is out to destabil- 
ise us,” says a member of 
the Bouygues camp, detail- 
ing how the raider has been 
campaigning to have the 
company withdraw from its 
diversification into telecom- 
munications. 

"Bouygues wants to break 
the concert party. Perhaps 
he wants to bring in an out- 
side partner,” ventures Mr 
Bollorfi, who in recent weeks 
has raised his stake to 11 per 
cent. He adds: "He [Martin 
Bouygues] miscalculated, 
thinking we would be a 
sleeping partner he is not 
used to having decisions 
questioned.” 

Analysts believe the Bouy- 
gues brothers were naive to 
have signed the concert 
party, which pooled their 
stake with that of Mr Bailor^ 
to put a 25 per cent holding 
into a joint company for five 


years, with pre-emption 
rights for a further three. 
There was no obligation for 
either camp to vote their 
shares the same way, and 
the Bouygues brothers felt 
the arrangement provided 
protection from other preda- 
tors rumoured to be circling 
the company. 

For Mr BoUort, the deal 
provided three seats on the 
Bouygues board, along with 
the opportunity to scrutinise 
the company, which has 
annual turnover of FFrSOba 
(SlB.lbn) and a market capi- 
talisation at current prices 
of FFiSlbn. “The pact gave 
us the chance to sit at the 
dining table and it was per- 
fectly clear we could hold 
contrary opinions,” he says. 

But the Bouygues are now 
seeking to have that agree- 
ment annulled in court, on 
the grounds that their unin- 
vited guest acted in “bad 
faith”, as allegedly demon- 
strated by his behaviour in , 
the wake of the deal. 

Mr Bollorfi incensed the 
brothers by refusing to pass 
the group’s 1997 accounts 
and urging them to sell off 
Bouygues' telecoms 
operations, on the grounds 
that the company had insuf- 
ficient capital to develop so 
many activities at once. The 
Bouygues brothers believe 
that, despite the cost, tele- 
coms will be a bonanza for 
the group. 

Mr Bollore does not agree. 
“The move into telephones 
was the first branching out 
on his own [by Martin], and 
he Is reluctant to listen to 
anyone questioning whether 
Bouygues has the ability to 
stay in this field," he says. 

Mr Bollore feels Ms views 
should carry weight because 
he has built up a FFr23bn~ 
empire around transport, 
tobacco and speciality paper, 
and has proved Bouygues 
was underperforming the 
market 

“We knew Bouygues was 



underperforming, with its 
shares stuck too long around 
FFr600, and we wanted to 
raise shareholder value,” he 
says. The shares now trade 
at about FFrLSOO. 

“We were attracted by its 
construction business, in 
which it was a world leader 
and probably had unrealised 
potential,” he adds. “We also 


What started out 
as a clash of 
cultures and 
strategy has 
turned nasty and 
escalated into a 
legal battle 


liked its ownership of TF1 
[the TV station], which is 
very profitable and has 40 
per cant of the French mar- 
ket and potential in Europe. 

“In contrast, we felt the 
new telephone side was 
costly to develop and Bouy- 
gues was a small player in a 
field where people were get- 
ting ever bigger." 

The Breton businessman. 


anxious to maintain the pro- 
tection from other raiders 
which the concert party pro- 
vides, has lodged an applica- 
tion with the Paris commer- 
cial court to rule that it Is 
still valid. In the meantime, 
the Bouygues' action has led 
to speculation about an 
alternative “sweetheart” 
partner prepared to invest in 
the company without usurp- 
ing too much management 
power. 

Mr Bollon&’s second suit 
relates to an anti-takeover 
strategy which, he alleges, 
was only approved at the 
company's annual share- 
holders' meeting in June 
after the company failed to 
take account of more than 
700,000 postal votes by Insti- 
tutional investors. 

A commercial court y ester- 
day named two experts to 
examine the conduct of this 
meeting. 

Behind the dispute, there 
seems to be an unbridgeable 
chasm between heirs bridl- 
ing at an audacious attempt 
by an outsider to hijack 
strategy at a group they 
regard as their personal fief- 
dam, in spite of owning less 
than 15 per cent of the capi- 
tal, and an opportunist who 
Spotted an undervalued com- 
pany and bought into it. 


Shareholders have bene- 
fited financially from the 
bust-up, none more so than 
the two protagonists. Even if 
Mr Bollore is driven to cash 
in his chips, Bouygues can 
never again be run as a 
strictly family affair. 

A lready there is a feeling 
the brothers are 
starting to see the sense 
of the strategy Mr Bollorfe 
proposes, and disposal of the 
telecoms business may no 
longer be such a taboo. Such 
an analysis appears at odds 
with the company's recent 
move to buy part of the 
Bouygues Telecom stake put 
up for sale by the UITaCable 
and Wireless. But these 
shares would gain in value 
by becoming part of what is 
virtually a control block. 

Mr Bollort's track record 
shows he has patience: his 
last big coup - the takeover 
of Groupe Kvaud In 1996 - 
took six years to complete. 
He Is clearly prepared to 
wait again. 

“Sooner or later one has to 
forget the smoke and discuss 
the real problems of the 
group’s future," he adds. “I 
bought in with a long view 
and I intend to raise my 
stake to the 14 per cent per- 
mitted tn the pact" 


CA1SSE FRANCAISE DE DEVELOPPEMENT 
US$100,000,000 FLOATING RATE NOTES DUE 2003 

Nc«* ii horabjr given that lha Rote of biters* for the period August 4, 
1998 to February 4, 1999 hot been fixed at 55% and dm die intwji 
payable an die ralmart In teri m Payment Dale February t, 1999, against 
Coupon No, 12 in rrapaO of US55.000 nominal of die Notes *41 be 
US$140 SA end in rasped of USS 100,000 nominal of die Nates ml be 
US52jBII.lt. 


Augiaf 4 , 1999 . tendon 

By GtibarL. N A. (Ctabd Agmcf M tue), Ago* Bai 


CITIBANK** 


Sun Hung Kai Properties Finance 
International Limited 

HJK. $650,000,000 

Gturraecd Floating Rite Notes due 2001 
ancoadrioaoCy end Irrevocably nuBnoteed by 

Sun Hung Kai Properties limited 

In occuniance with ihe terras unJ conditions of die Notes, the taw of 
Interest nfipticahfe for the Interest period 31st July, 1998 to 29th 
January. 1W L* 10.755 percent, per annum. 

Interest payable on 29th January, 1999 per Note ofH.K-S 50.000 mil 
beHJC. 52,681.38. 


Ben terra Trim 
Company, Hoag Kong 


Agent Beak 



Landes — 
Krecftbank 
Baden- 


Wurttemberg 
Landeskredltbank 
Baden-WCuttemberg 

USS200, 000,000 
Subordinated floating rate 
notes due 2003 

Notice is hereby gioen thm the. 
notes bAH bear Interest as 
5.50% per annum from 
4 Aagast 1998 to 4 February 
199S. Interest payaUeon 
4 February 1999 will amount 
to USS28.1I per USS 1,000 note 
and USS28U I per USSI0.00Q 
note and USS2.SU. 11 per 
USS WOOD note. 

Agent: Morgan Guaranty 
Trust Company 

JPMorgan 


- 3 - ALLIANCE 
jl LEICESTER 

Aara&UfcaCaSrid* Sector 
£250,000,000 
Floating Bate Note* 
due W99 

Far the Interne Prrtod Kdi Join 

MW id Xkh OanNc 1996, the Nod 
■48 emj ■ *4 hmnr of 7.90391 
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Fininvest confirms Murdoch talks 


By Paid Betts in Mflan and 
Fretterich Stfldemann hi Boffin 


Fininvest. the holding 
company of Silvio Berlus- 
coni, the entrepreneur and 
former prime minister of 
Italy, confirmed yesterday 
chat its Mediaset television 
subsidiary was in talks on a 
new media group which 
could Involve Rupert Mur- 
doch’s News Corp and Ger- 
many's Kirch Group. 

Ubaldo Uvolsi, Fininvest 's 
chief executive, said: “Dis- 
cussions to set up a new 
European media major are 
continuing but will not be 
completed soon.” 

However, he denied specu- 
lation that the eventual proj- 
ect could entafl a transaction 
involving a Fininvest stake 
or assets. 

Mediaset declined to com- 
ment an reports it was nego- 
tiating with News Carp and 
Prince A1 Waleed Bln Talal 
of Saudi Arabia on a joint 
bid for 20 per cent of Kirch. 
Mediaset said the discus- 
sions at this stage involved 



Rupert Mudocfu earner bid for 
Medasat was rejected 

only “hypothetical” plans. 

The talks are believed to 
cpver Kirch’s stakes In 
Premiere, a pay-TV opera- 
tion; SAT-l, an advertising- 
fhnded channel; DF-i, a loss- 
making digital pay-TV net- 
work; and the broadcast 
rights to films and sporting 
events. 

They are thought to be the 


SBvio Berlusconi: contacts with 
Murdoch have continued 

latest attempt by Mr Mur- 
doch to establish a signifi- 
cant presence In the German 
media market. In the last 
two years, News Corp has 
been In talks with Kirch. 
Bertelsmann and Canal Plus 
of France .about a possible 
allian ce In Germany. 

Earlier this year, Mr Ber- 
lusconi rejected a bid by Mr 


Murdoch for his controlling 
stake in Mediaset However, 
contact between the two 
companies has continued, 
with further talks centred on 
a German project code- 
named “Traviata”, as wall as 

collaboration in TV program- 
ming and production. 

Kirch and Mediaset have a 
long-standing relationship, 
while Prince Al Waleed also 
owns a stake in the Italian 
media company. Fedele Con- 
fa] onieri, Mediaset chair- 
man, bold an Italian maga- 
zine last week that his 
company was In talks with 
Kirch on a separate global 
project that could also 
Include Spain’s Telecmco. 
Mediaset owns a 25 per cent 
stake In the Spanish televi- 
sion company. 

News Corp is In separate 
discussions with Telecom 
Italia to participate in its 
Stream project to launch a 
digital pay-TV platform in 
Italy with RAI, the Kalian 
state broadcasting network. 
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Esselte to buy Leitz for SKr2.6bn 


By Tim Burt in Stockholm 


Esselte of Sweden is to 
become Europe's largest 
office products company 
after agreeing to acquire 
Leitz Group, the privately 
owned German supplier, for 
SKr2.6bn (8328m}. 

The Swedish group yester- 
day said the deal - following 
more than a year of talks - 
would generate significant 
savings by reducing product 
duplication and extending 
distribution activities tn cen- 
tral and eastern Europe. 

Leitz Is already the largest 
office products group in 
Germany, where it invented 
and pioneered the develop- 
ment of the lever-arch file 


more than 100 years ago. 

The enlarged group will 
overtake Acco, the UK sub- 
sidiary of Fortune brands of 
the US, as the leading office 
equipment supplier In 
Europe, with combined sales 
of SKrlSba and more than 
8,000 employees. 

Esselte, which was advised 
by Goldman Sachs, said the 
takeover would not over- 
shadow its separate plans for 
a three-way demerger. That ' 
process began last month 
when the group sold 75 per 
cent of Nielsen & Bain- 
bridge, its US picture frame 
subsidiary, to the Jordan 
Company of the US. 

At the time, Esselte said It 
was considering a separate 


listing for Meto, its German- 
based metal labelling busi- 
ness, leaving office products 
as the largest business. 

Jan KvarnstrOm, chief 
executive, said yesterday the 
group would finalise the 
growth strategy for Meto 
and the office products divi- 
sion in the autumn. 

“We have put forward 
more aggressive targets for 
these businesses and we are 
evaluating the best route for 
shareholders to realise the 
potential tn Meto,” he said. 

Mr Rvarnstrdm said the 
remaining office products 
division should be capable of 
lifting; operating margins 
from 5 par cent to 8 per cent 
by 2001, while achieving 


sales growth of 10 per cent. 

In the first half of this 
year, the division reported 
operating profits up from 
SKr202m to SKr225m on 
sales of SKr4.46bn, against 
SKr4^bn last time- T-gifr had 
sales last year of 5Kr2.4btL 
Joachim and Eberhard 
Leitz, chief executive and 
finance director respectively, 
have agreed to remain with 
the merged group. 

The SKr2.6bn price paid to 
the family included SKn.7bn 
of goodwill and the assump- 
tion of undisclosed debts. 

Esselte's most commonly 
traded B Shares rose SKrlO 
to dose at SKriTO. 
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NEWS DIGEST 
CONS TRU CTION 

Skanska shows interest in 
Polar’s building division 

teh construction and property dgvetopn*»n* 

Swedish company said A was Intere^d nf 

Poor’s building operations, which had sales last yoffl" of 

FM1 2hn l$222m) and employs 1.150 people.. 

"We have an agreement in principle to acquire a pwtto- 
Bo qf projects and Pofar’s construction arm, said Anders 
Kaflsson, president of Skanska Europe. 

If tonal terms are agreed, the enlarged group wouki be 

the second largest construction group fn Finland. TTje 

acquisition, including development la^ wtxild be financed 
from the group’s cash reserves. Tim Burt, Stockholm 


IAL SERVICES 


Banco Portugues rises 56% 

Banco Portugues de InvesBmanto, one of Portugal’s big- 
gest financial groups, lifted fist-half net profits 56 per cent 
to Bs17.7bn ($97.6m). Fee and commission-based eam- 
ings-rose 34 per cent to Es20.3bn, to represent 58 per 
cert of the group's total revenue from banking activities, 
against 40 per cent last time. Total revenues from banking 
rase 16 per cent to Es6S.9bn. 

Earnings from loans and deposits fell 5 per cent to 
B35;3bn. Although total credit rose 13 per cent to 
Es1,369bn and deposits by 5 per cent to Es1,868bn, the 
average financial margins slipped. 

Extraordinary income was down 64 per cent to Es60Gm. 
Peter Wise, Lisbon. 


SEMICONDUCTORS 


ESec cuts working time 

Shares in Esec, the fast-growing Swiss company which 
supplies the semiconductor industry, fen 13 per cent yes- 
terday after It confirmed reports that It planned to Intro- 
duce short-time working. Esec's sales have risen from less 
than SFrIOOm to close to SFifiOOm (S336m) over the last 
fodr years, and less than two months ago it forecast a fur- 
ther substantia] growth in this year's sales. 

However, a month ago Esec warned It might Incur a 
first-half loss because of a drop in demand In Asia, which 
it depends on for more than half Its sales. The Asian crisis, 
coupled with over-capacity in the semiconductor market 
arid Esec's own high Inventory levels, is having a more 
profound effect on the fortunes of the company. 

The shares, which reached a peak of SFr5,850 In 1996, 
feS SFr200 to SFrl ,365 yesterday. 

Victor Dammann, an analyst with Bank Vorrtobei, yester- 
day cut hfe earn fn gs -per-sh are forecast for the current year 
from SFrl 36 to SFrl 3 and said that there was a good 
chance that the company would cut its dividend. Last 
year, Esec earned SFr92 a share. Wiffiam Hall, Zurich 


INSURANCE 


Winterthur sale raises SFr400m 

Winterthur, the Swiss Insurer owned by Credit Suisse, has 
rosed SFr400m ($268m) through the sale of Its 51 per 
cent stake In HIH Winterthur International Holdings, one of 
Australia's biggest non-life insurance companies. Winter- 
thur's 51 per rant stake was placed fn the market at 
A$2.58 a share, which values the company at about 14 
times last year's earnings. 

Winterthur has made a substantial capital gain on Its 
state to the company, which had net premium income of 
SFr1.3bn in 1997. However, the shares are being sold at a 
discount of around one-fifth to the price when the deal 
Was first rumoured. 

'Winterthur decided to sell HIH Winterthur as part of its 
plans to focus on activities In Its core markets. Winterthur 
wjffl continue to operate In Australia through Winterthur 
International, offering tailor-made solutions to multinational 
customers. WiRiam Hall 

Comments and press releases about International 
companies coverage can be sent by e-mail to 
international. companiesUft. co m 


Asia crisis 
deepens 
EAC loss 

By Wary Barnes in Copenhagen 


East Asiatic Company, the 
Danish conglomerate, has 
warned that the Aslan finan- 
cial crisis will drive It deeper 
into loss at the operating 
level 

& said it would report an 
operating loss of about 
DEr250m (S37m) for the first 
half, against a DKr24m loss 
in the same period last year. 

The group, which has 
most of its assets tn Vene- 
zuela and Asia, said it would 
make substantial provisions 
to cover reductions in its 
Asian marketing services. 

The group also announced 
completion of the sale of its 
largest and most profitable 
unit, EAC Graphics, to Hei- 
delberg Dmckmaschinen of 
Germany for DKri.&Gbn, 
yielding a net gain of 
DKrfiOOm. Taking this Into 
account, the group said it 
expected to report first-half 
profits of about DKilOOm. 

EAC Graphics, which held 
a marketing and distribution 
agjency for Heidelberg print- 
ing equipment, reported 1997 
tutnover of about DKr3.7bn. 
It has assets, of DKr2.11bn 
and 1,700 employees in 23 
countries in Scandinavia, 
Asia and Africa. 

EAC. founded Just over 100 
years ago, was once the larg- 
est and most Influential Dan- 
ish business group, with sub- 
stantial trading, shipping 
anil manufacturing Interests. 
However its fortunes have 
soared In the last 15 years. 

The group was farced to 
seR its graphics business to 
help it meet repayments on a 
DKr620m convertible bond. 
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R$5,783,000,000 


The Federal Republic of Brazil 

chraogb Ac • 

Banco Nadonal de Desenvolvimenro 
Ecoodmico e Social 

has soU 51.79% of Ac CMhaon sham of 

Telesp Parridpagdes S-A. 

toiCangnliioIalbj 

Telefonica de EspajQa SjL 


R$3,588,000,000 

m 

The Federal Republic of Brazil 

t&nxxgti tbc 

Banco Naadmddc Dcatcnvotvimentb 
Econdmico e Social 

. tumid 5L79Sof Ac auaMo shzsj of . 

Telesp Celnlar Parridpag6esS-A. 

- BO 

Portugal Telecom 


RS660,000,000 


The Federal Republic of Brazil 

dw wt ^i Ac 

Banco National de Desenvohdxnenco 
Econdmico e Soda! 

has sold SI J9X of. Ac ooaaMm phncs of 

Tele Nordeste Celular Parricipafdes &A. 

’ to a Cocsordom ted • 

UGB Parddpa(des & Telecom Italia 


R$2, 07 0,000,000 


The Federal Republic of Brazil 

dmvTgh the 

• Banco Nanonal de Dcsenvolvimento 
Econdmico e Social 

has aold 5L79Kof the roouDoo dares of 

Tele Centro Sul Parndpa^des S-A. 

ioa C uuui i iu B led by 

Telecom Italia 


RS 1,360,000,000 


The Federal Republic of Brazil 

thfocgb t3k 

. Banco Nadonal de DesenTohrimenm 
• Econdmico e Social 

has sold 5L79Koftbr<txnaoa shares of 

Tele Sudeste Celular Partiripaf Oes S-A. 

k> a Cwutiiim led by 

. • Telefonica Intern adonal S-A. 


R$428,000,824 


Hie Federal Republic of Brazil 

dsiDo^fa the 

Banco Nadonal de Dcp c nrohroncnto 
Econdmico c Sodtl 

ha* said 5L79%of Ac coouooa Aaecs of 

Tele Leste Celular Partiapac&cs S-A. 

ed i Cofuonnmi led by 

Telefonica Intemadonal S_A 


R$3,434,000,108 

The Federal Republic of Brazil 

Atragb the 

Banco Nadonal de Desenvotvixnemo 
Econdmico e Social 

has (old SL79N1 of Ac common sham of 

Tele Norte Leste Pardcipa^Oes SA. 

to 3 Cut ra ui tiro led by 

Andrade Gutierrez 


R$756,000,000 


R$2, 6 50,000,000 


The Federal Republic of Brazil 

throuqfa Ac 

Banco Nadonal de Desenyalvimcnro 
Econumico c Social 

has sold Tl.Wirf the common sham of 

Em bra tel PartidpacOes SJL 


R$7 00,000,000 


The Federal Republic of Brazil 

' ■ riaroagh tbc 

Banco Nadonal de Descnyolvimcnto 
Econdmico e Soda! 

has sold 5L79*of the common shaaes of 

Telemig Celular Partidpa^Oes SA. 

to i Comoro mn kd by 

Telesystem International Wireless 


R$440,000,000 

S 

The Federal Republic of Brazil 

Araugh the 

Banco Nadonal de Oesenvolvimeneo 
Econdmico e Social 

his sold 51.79% of the common shares of 


The Federal Republic of Brazil 

through Ac 

Banco Nadonal de Desenvolvimcnto 
Econ6mico e Social 

has sold 51.79% of Ac common shaics of 

Tele Celular Sul Paradpa^Oes S-A. 

to a ConMHtnm) led hr 

UGB hrddpa^des & Telecom Italia 


R$188 / 000 / 000 


The Federal Republic of Brazil 

through the 

Banco Nadonal de Desenvolvimcnto 
Econdmico e Social 

hm sold 5Uv% of threontmoa sham «f 


Tele Centro Oeste Celular Parriripacdcs S-A. I I Tele Norte Celular Partiripagdes S.A. 


lo a Consortium kd by 


Splice do Brasil 


Telesystem International Wireless 


A consortium formed by Salomon Smith Barney, Morgan Stanley Dean Witter and 
Banco Patrimonio served as financial advisor to the Federal Republic of Brazil in 
the restructuring/ valuation and sale of the Telebras system. 


Salomon SmithBarney 
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T ECHNOL OGY ACQUISITION STRENGTH ENS POSITION IN COMBINED INTERNET A ND VO ICE TELEPHONE SYSTEMS T t 

Ascend buys Stratus in $ 800 m stock deal res tni C ture 


By Roger Taylor 
to San Francisco 

Ascend Communications, 
the US data networking com* 
pany, is buying Stratus Com- 
puter of Massachusetts for 
about $80Qm to strengthen is 
position as a provider of 
combined Internet and voice 
telephone systems. 

Ascend, which has been a 
leader in providing systems 
to internet service providers, 
wants Stratus for its tele- 
communications arm, which 


makes switches for control- 
ling telephone networks. 

It said it would sell Stra- 
tus' other three divisions - 
which sell business software 
and computer systems - 
before the end of this year. 

Mory Ejabat, president 
and chief executive of 
Ascend, said the deal would 
make Ascend the only com- 
pany to have the necessary 
range of products in-house to 
run both voice calls and data 
over the same system. 

The growth of the internet 


and the use of telephone 
lines to send data traffic 
such as e-mail and business 
information has persuaded 
many telephone companies 
that they must adapt their 
networks, which are 
designed primarily to deal 
with voice calls. 

This is seen by most net- 
working companies, j»nd by 
suppliers of traditional tele- 
phone equipment as one of 
the fastest growing markets 
ova: the next few years. 

Mr Ejabat said Ascend was 


now well placed to attack 
this $ 10 bn market and would 
target newer telephone com- 
panies such as competitive 
local exchange carriers, 
which had less investment 
In older technology and were 
more ready to adopt fully 
converged voice and data 
systems. 

The stock market reacted 

with suspicion to the take- 
over. Ascends shares, which 
had fallen heavily in recent 
days in response to rumours 
of the deal, yesterday 


Kodak acquires Imation unit 


By John Aoflwre to New York 

Eastman Kodak yesterday 
announced that it was buy- 
ing the medical imaging 
business of Imation of the 
US for $520m in cash, in the 
latest of a series of invest- 
ments this year aim ed at 
boosting revenue growth 
through new product devel- 
opment 

Kodak is already the larg- 
est global provider of medi- 
cal imaging, which includes 
the technology for X-rays 
and magnetic resonance 
images. However, its execu- 
tives said yesterday that 
Imation, which ranks fourth 
or fifth in the market had 


been ahead of it in produc- 
ing "dry" technology for dig- 
ital images. 

Kodak is in the middle of a 
cost-cutting campaign 
launched last year by George 
Fisher, chairman, which is 
aimed at reducing its work- 
force by 20 per cent 

But executives refused to 
predict what level of cost 
cuts they would be able to 
achieve, citing the legal 
requirement that the two 
companies must continue to 
compete against each other 
until they receive regulatory 
clearance. 

This is not expected until 
late this year or early next. 

Daniel Carp, Kodak chief 


operating officer, said the 
deal would provide the com- 
pany with a wider portfolio 
of products which it would 
he able to produce more cost- 
effectively, and would 
improve and accelerate its 
product development 

He said Kodak was confi- 
dent there were growth 
opportunities in the medical 
market. “As the industry 
emerges from its period of 
transition, we believe the 
health business will become 
even more attractive to com- 
panies like Kodak." 

Kodak and Imation also 
announced that the lawsuit 
between them over intellec- 
tual property rights would 


Entergy overshadowed by debt cloud 

Acting chief aims to get back to basics, write Andrew Taylor and William Lewis 


B ob Luft, appointed act- 
ing chief executive of 
Entergy at the end of 
May, has moved swiftly in 
his bid to turn round the 
under-performing US elec- 
tricity utility. 

The New Orleans-based 
group yesterday announced 
plans over the next year-and- 
a-half to sell British and 
Australian electricity supply 
businesses as well as other 
□on-core companies to 
reduce its heavy borrowings. 

Entergy also proposed to 
cut its annual dividend to 
help raise a total of $4bn, of 
which about $3bn will be 
used to cut debts, currently 
standing at SlObn. 

The company has been one 
of the US industry's poorest 
performing stocks In recent 
months as investors have 
become concerned about the 
company's failure to hit 
earnings forecasts, the state 
or its balance sheet and its 
recent disappointing perfor- 
mance in regulated domestic 
markets. 

In early trading on Wall 
Street yesterday Entergy 
shares fell Sft to $274. down 
from its 52-week high of 
$30**. 

"We are going to divest to 
invest, focus on what we do 
best and we are going back 
to basics," Mr Luft said in an 


interview with the Financial 
Times. 

Regulators in Texas and 
Louisiana recently cut the 
company's rates and 
imposed refunds to custom- 
ers; Mr Luft yesterday con- 
ceded that the company's 
service to its core US cus- 
tomers needed improving. 

The biggest problem, how- 
ever. is the size of the com- 
pany’s debt, raised in part to 
fund acquisitions made by 
Ed Lupberger. Mr Luffs pre- 
decessor as chief executive 
who resigned suddenly at 
the end of May. 

Earlier this year, in an 
attempt to boost the compa- 
ny's flagging financial and 
stock price performance. Mr 
Lupberger introduced a 
number of senior manage- 
ment changes at Entergy. 

However, pressure from 
shareholders led to bis 
departure and the appoint- 
ment of Mr Luft as acting 
CEO. Yesterday. Wayne Leo- 
nard, who joined the com- 
pany in March, was pro- 
moted to president and chief 
operating officer. 

Mr Luft said yesterday 
that the group wanted to 
regain its triple B plus credit 
rating from its current level 
of triple B minus. 

A $3bn debt reduction 
would put equity at about 45 


per cent of total capitalisa- 
tion. 

This would still leave 
Entergy with about $lbn to 
invest in: its remaining core 
businesses of electricity gen- 
eration both in the US and 
overseas; power marketing 
and trading where the group 
has built up a successful 
operation in the US; and the 
operation and management 
of nuclear power stations. 

“TTi ere are big opportuni- 
ties in all of these markets. 
But we cannot invest as 
much as we would want to 
without selling other 
operations." said Mr Luft. 

He denied that Eulogy’s 
non-core businesses bad 
been disappointing. "This is 
not a fire sale he added. “If 
we cannot get good value for 
these operations we will not 
sell them.” 

T he biggest asset up for 
sale Is London Electric- 
ity for which Entergy 
paid 82-lbn in 1996. The util- 
ity supplies 2m electricity 
customers in the UK capital. 
It generated second-quarter 
after-tax earnings of $65m 
out or total Entergy net 
income of KXR3m, up 40 per 
cent from the second quarter 
of last year. 

There has been concern, 
however, that the UK elec- 
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Advertising release 
for sale of shares by direct negotiation 

The STATE OWNERSHIP FUND, a Ronuniao public institution based in Bucharest, Stavropokos Street, sector 3. is offering for 
sale bv direct negotiatio n acc ording to the Government Urgency Ordinance no.88/1997 approved by Law no.44/1998 a 65% of the 
issued share capital of PETROMIDIA &A. Company. Constanta. 

□ Registered Office: Constanta. D.N. 23 B. Km23. judConstanta. 

3 Fiscal Code: R 1860712 

□ Registration no. at Commercial Register Office: J 13/534/1994. 

□ Issued stock capital, according io the latest records 

at the Commercial Register Office: 906.710.000 thousand ROL. 

□ Turnover in 1997: 3J66JOTJ37 thousand ROL. 

□ Main scope of activity: processing of crude oil and its derived, production of fuels, aromatic hydrocarbons, LPG 
and petrochemical products. 

Total number of shares at a nominal value of 25.000 ROL each: 36268AO0 . 

The share ownership structure is as follows: 

~ ~ " ~ 

Q Stale Ownership Fund 69.991 

J Financial Investment Company Transit vania 2 1 .837 

O Public Otfer S.172 

The price offer for Ibe 65*c issued share capital. i.e. 23-374.460 shares is 230.193 thousand USD. 


01/31 HM95: jI2jI 30: 3124231 and fas 114-1)1/3121841. daily between &A0 and 16.110 tuv. at a rake of 100300,000 ROL Foreign citizens or 
legal entities will pay the price in USD at the exciunw rate established by the National Bank of Romania or the acquiring date, This sum has to 
be transferred in advance to the State Ownership Fund accounts: no. 25110000000242300008 in USD at the Romanian Bank for Foreign 
Trade 1 BANCOREX 1 for foreign investors, or no. 251100980900224 in ROL at the Romanian Bank for Dewtopment-Bucharcsl Branch 
i BRD-5MB l fur Romanian investors. 

Fun her information about the company \ privatization nuy be offered by S.O.F. a INTERNET SITE at (he address wwvr.soLro. 

^Thc minimal environmental conditions accepted lw PETROMIDIA SA_ Constanta are included in the company PRESENTATION 

THE PRESENTATION RLE will he released on presentation of: " L 

3 a copy of the payment order for the nresenution file: I 


a copy of the payment order for the presentation tile: 
3 rdenrity card lor passport for foreign citizens); 

□ certificate from the bidding cumpanv. 


may instruct the bank where they hold their account to release an unconditional hank guarantee valid for 189 days, after the 
submitting offer. 

Only bidders that prove they acquire the Presentation File may submit their PURCHASING OFFER. 

Bidders should submit the PURCHASING OFFER and tbedccummb stipulated bv the Government Derision no. 55/1998. article 
27, published in the Official Gazette no. 66/1 2JJ2.I WX to the Slate Ownership Fund, Offers Division ai the above mentioned 
address, in a scaled envelope, prior (o 1" of October, 1998, 16.“ hn. local time (from A-arfii™- for submission). 


remained depressed, falling 
slightly in early trading. 

Analysts are concerned 
that a recent strong ton of 
results from Ascend win be 
disrupted by the merger. 
Last month. Ascend reported 
second -quarter earnings 

ahead of expectations with ' 
net income of 859.1m. con- 
finning its recovery from a 
weak period following its 
acquisition of Cascade Com- 
munications last year. - 

Some analysts were more 
positive, with J.P. Morgan 


rerating' the stock to a 
“buy”. Mr Ejabat said the 
market had not fully under- 
stood the Importance of the 
deal/ : 

Ascend is offering- 0.75 of 
its own shares for each Stra- 
tus share, , and said the deal 
would be accounted as a pur- 
chase. It expects to take a 
charge. of about 890m for the 
costs of file deal plus a fur- 
ther $30Qm-$35Qm to cover a 
write-off of. R&D. It also 
expects the deal to . add to 
earnings next year. 


be settled either when the 
transaction dosed, or when 
it failed to receive relevant 
regulatory approvals. 

Kodak added it bad agreed 
to settle a similar lawsuit 
with 3M,but would not give 
de tails 

Mr Carp linked the deal 
with other announcements 
Kodak bng marie so for this 
year, including its joint ven- 
ture with America Online, 
the internet service provider, 
and its $lbn investment pro- 
gramme in China. 

Kodak shares fell $2%, or 
2 £ per cent, to 882 in early 
trading on Wall Street, Ima- 
tion gained more than 9 per 
cent, up $17« at 8l7Vi. 



tricity industry regulator 
could impose tougher indus- 
try price controls in the next 
industry price review cover- 
ing the period 2000-2005. 

US investors have also 
been disenchanted by the 
imposition of a windfall tax 
on UK utilities by the 
Labour government. Last 
month Dominion Resources 
sold off East Midlands Elec- 
tricity to PowerGen after 
owning It for just 17 months. 

Nonetheless, there should 
be no shortage of potential 
purchasers for London. Pos- 
sible buyers Include other 
UK regional electricity sup- 
pliers and generators, such 
as Southern. US utilities, 
such as PacifiCorp, which 
have yet to buy a UK 
regional supplier, may also 
be interested. 

Nomura which earlier this 
year expressed interest in 
buying Energy Group - the 
UK's largest electricity sup- 
plier - could be another 
potential buyer. 

In the longer term. 
Entergy expected to Invest 
In power generation to Latin 
America as well as in other 
east and west European 
countries. It also said that 
excluding asset divestitures 
and other special items, it 
expected 1999 earnings to be 
"about the same" as 199a 


George Raher: companies wfit compete until clearance ks given AP 

Songwriters in 
royalty-backed 
$30m bond issue 


By Afice Rawsthem 
and Jeremy Grant 

Holland Dozier Holland, the 
veteran songwriters who co- 
wrote scores of classic 
Motown hits for the 
Supremes, Marvin Gaye, and 
the Temptations, have raised 
830m by jointly issuing a 
bond against their future 
royalties. 

Other composers also plan 
to tap into the burgeoning 
market for Intellectual prop- 
erty-backed investments by 
staging bond issues, notably 
Bernie Tatrpin, the lyricist 
who wrote the words for 
many of Elton John’s hits 
including "Crocodile Rock”. 
“Daniel", "Rocket Man" and 
"Candle In The Wind”. 

The Holland Dozier Hol- 
land deal, which was 
arranged by the Pullman 
Group, the New York-based 
finance house, is tbe second 
bond issue backed by intel- 
lectual property. The first 
was the "Bowie Bond", 
whereby David Bowie, the 
singer, raised 8S5m against 
his future royalties in an 
issue last September. 

Rod Stewart, another 1970s 
star, has since clinched a 
515.4m securitised loan from 
Nomura Capital, which is 
backed by revenues from his 
music publishing catalogue. 
Nomura plans eventually to 
issue a combined bond 
against Mr Stewart’s future 
royalties and those of other 
musicians. 

Pullman. Nomura and 
other financial groups 
regard intellectual property 
as a lucrative new sector of 
the securitisation market. 
Securitisation involves 
repackaging assets with pre- 
dictable cashflow as bonds 


EP to continue 
asset disposals 


By John Anthers 

International Paper, the 
largest US paper company, 
yesterday announced that it 
planned a further 8500m in 
asset sales over the next 
12 months as it continued Its 
plan to refocus more rigor- 
ously oa its paper, packag- 
ing and forest products busi- 
nesses. 

IP also said it had success- 
fully completed the 81 bn 
asset sale programme 
announced last year, with 
the sale of its Vera tec busi- 
ness, based in Massachu- 
setts, to BBA Group of the 
UK. 

Businesses sold in the past 
12 months include ima ging 
products, a labelling divi- 
sion. a craft packaging busi- 
ness, its share of an expanse 
of forest land in Pennsylva- 
nia and New York, and a 
New Zealand-based building 
products business. 

John Dffiou, IP chief exec- 
utive. said the sales were 
"part or our programme to 
focus resources on those 
businesses that can meet the 
financial objectives we have 
set and in which we 


household arm 


ByHDddTalt ' 
to. Chicago 

Sara Lee,- the- US food, and 
consumer goods company, 
said yesterday it was reor- 
gahising operations in its. 
household and body care 
division in an attempt to 
generate cash or cashflow, of 
about 8200m by the- and 
of the 1999-2000 financial 


It said the restructuring 
was consistent with the 
broader restructuring plan; 
unveBed almost a year ago. 
under which the group was 
to outsource much of its 
manufacturing capacity and 
concentrate on marketing, 
brand management and 
other functions.. 

Sara Lee intends to sell 
Immediately two Italian 
plants in Segrate and Trieste 
which 'make bath and 
shower foams, hand creams, 
and babycare products, as 
well - as an aerosol 
production facility in 
Belgium. 

The third-party buyers will 
run the manufacturing 
operations while Sara Lee 
continues to handle "brand 
building", selling 
the products under brand- 
names such as Radox «nH 

BarfwlaR 

Similar plans are under 


way for the group's house- 
hold -and bodycare manufac- 
turing unit in Australia, and 
the company said - It was 
lopkjng-'at a broader, plan 
involving plant and equip- 
ment sales, third-party 
ply agreements, and plant 
dosnres. 

: : .it- expects to reduce the 
number of production cen- 
tres in Europe to nine by the 
end of the 1998-99, compared- 
" with'26 in 1995. It said the 
benefit, from these moves 
-should amount to about 
8125m by 1999:2000. 

Sara Lee's household and 
. bodycare division had over- 
all sales of about SU&n last 
year, out of a group total of 
about- $19.7bn. It posted 
he a lt hy pamtng K and sales 
growth in local currency 
terms in 1997. but group 
results were affected by the 
strength of the US dollar. In 
the first nine months of 
1997-98, unit volumes far tbe 
division were up by about 11 
per cent. 

Sara Lee's outsourcing 
plan has so flur been imple- 
mented most significantly in 
.its textile and knitwear 
operations, where nine yarns 
and textile plants have been 
sold to a third party, ft plans 
to use proceeds to fund a 
$Sbn share buy-back pro- 
gramme. 


to be repaid by future earn- 
ings. 

The Holland Dozier Hol- 
land bond consists of of a 
300^trong catalogue of songs 
including “Baby Love”,' 
“Where Did Our Love Go?", 
"Please Mr Postman" and 
‘This Old Heart Of Mine". 
Many of these songs have 
been steady royalty-earners 
since the 1960s. 

Investors will be repaid 
from the royalties earned by 
the songs over 15 years. Roy- 
alties are payable each, time 
a song is played by a radio 
or television station, sold on 
a recording or featured in a 
film soundtrack or a televi- 
sion commercial 

Bemie Taupin, one of the 
few songwriters whose com- 
mercial record is as strong 
as Holland Dozier Holland's, 
is also understood to be con- 
sidering raising capital 
through a bond issue. Sev- 
eral other composers, record- 
ing artists and record pro- 
ducers are believed to be 
considering similar deals. 

David Pullman, managing 
director of the Pullman 
Group, said musicians and 
composers were becoming 
more comfortable with the 
i dea of raising capital in the 
form of securitised loans as 
an alternative to negotiating 
advances from record com- 
panies or music publishers. 

The successful completion 
of the Holland Dozier Hol- 
land issue suggests that 
investors' appetite for such 
transactions is still strong. 
Jeremy Church, an analyst 
at rating agency Duff & 
Phelps, said it was becoming 
"a lot easier" to clinch secur- 
itisation deals because inves- 
tors were mare knowledga- 
ble about them. 


can achieve a leadership 
position." 

The company would not 
comment an tbe businesses 
to be sold over the next 12 
months, as the employees 
involved had not yet been 
informed. 

IP’s sale of assets has been 
one ot several attempts by 
US paper companies in - the 
past year to rationalise and 
to improve shareholder 
value. 

The industry has been bat- 
tered both by a cyclical 
excess In capacity and the 
impact of the Asian crisis on 
demand. 

Separately yesterday, 
Champion international, 
another large US paper 
group, announced it was 
temporarily halting produc- 
tion at two mills, primarily 
used to produce writing 
paper, from late August to 
mid-September. This is 
Intended to "bring inventory 
levels in balance with 
current business condi- 
tions". -. 

IP shares gained in morn- 
ing trading, up $ft at 845ft. 
Champion's were unchanged 
at 842ft,, 


NEWS DIGEST 


WARREN BUFFETT 


Berkshire rises to $1.2bn 
after investment gain 

Berkshire Hathaway, the conglomerate used as the main 
investment vehicle of Warren Buffett the investor, yester- 
day announced that it had lifted operating profits, to 
$31 2m for the second quarter, up from $255m in the 
equivalent quarter of 1997. Total net profits were 
described by the company as "meaningless” in evaluating 
performance, as the company realised an investment gain 
of $864m during the quarter, mostly from seHng its entire 
holding of US government zero-coupon bonds. Once this 
gain was Inducted, Berkshire made a profit of $1.1 7bn, for 
the quarter, up from $278m in the equivalent period last 
year. Berkshire said foe gain had -“a very minor impact" on 
shareholders’ equity. 

The company also announced that its wholly owned 
Gakx> insurance stfoskflary, which. sells car insurance 
directly over toll-free telephone Tines, was continuing to 
raise its revenues far faster than the US Insiraice industry 
as a whole, because of gains in all classes of insurance. 
Berkshire is investing in Geico’s physical facilities to allow 
it to sustain this growth rate. 

It said voluntary poSries in force would probably 
increase 19 per cent this year, following growth of 16 per 
cent last year, and 10 per cent In 1996. It sad Geico had 
recorded at underwriting profit margin of 8 per cent during 
the quarter, which is also comfortably ahead of norms for 
the industry. 

Berkshire Hathaway A shares edged up slightly on foe 
news, gaining $595 at $70,700 in early trading. 

John Authors, New York 
Observer, Page15 .-.- 


TELECOMS , - ' __ 

ICO shares rises on debut 

ICO Global Communications, one of three companies rac- 
ing to build foe first satellite hand-held mobile phone sys- 
tem, yesterday shrugged off concerns over the reliability of 
the multi-bllHon dollar networks when its shares made their 
debut on foe Nasdaq stock market The run-up to the ini- 
tial public offering, which valued the London-based tele- 
cams group at 825bn, had been overshadowed last week 
after Iridium, a rival operator, said two of its satellites had 
tailed. Yesterday, however, ICO shares rose above their 
$12 listing price to trade at $12ft in mid-session. 

Iiicfium is due to launch its service, which wlH allow calls 
to be made from a hand-held mobile phone to and from 
anywhere in the world, next month. Its shares tumbled 15 
per cent on news of the satellite setback, despite reassur- 
ances from the US group that its launch would not be 
affected. 

ICO raised $690m in new financing, $120m from foe 
IPO. The remainder was raised on the debt markets. Beer 
Steams and CIBC Oppenhelmer led the debt offerings, 
while Donaldson Lufkin & Jenrette was lead manager. The 
oompany plans to launch its telecoms service in 2000. The 
cost of the 12 -strong satellite network and ground station 
system Is put at $4.6bn. ICO had previously raised more 
than $2 bn towvds the target GtobaJstar, the third opera- 
tor, is due to begin its service next year. ICO has said its 
can costs could be around half of Iridium's, although the 
US group has promised it will be competitive with both Its 
rivals. Christopher Price 


Notice to Bonds and Note Holders 

Notkc"b hereby given Out Principal ftryfog Ageeund Agent Bnk win change 
K>The lariisrrtal Bant of Japga |TLmcmbe«gg)S-A6. Rue Jean Momma. 

PO Box 68. L-20t0 Laxetoboas Tel (3521 421617- 1 ftx 052) 421617 - 488 / 
4W Tele* 1289 tBJLXLU effective oo 3- Augut 199*. 

])■ The bdwria] Bank. of Jajwn. Urofced Head Office and The todMKtal Bank of 
• Jajwn. Unwed Lcadoo Branch win reVpi Aura Or foOowiog kauec 
YbAkbKsgjoKiLJFY&inurajroSAS per cm. Notate 1998. 

HiJda) OSA) USD 3a0QQiTO 3565 per bob Sors due 1999 ■ 

Lf» tendoun Exptasioo QxixL JPY ItUXXUBQAH 13 pa ant Non Dae 
. 3»l 

2)' The Indmrial Bank of Japsru Umhed Head Office will rengn from 
the (oUawieg issue*. The tmteirU Bis* of Jijmo. Limited London 
Bra** will renaa 25 a Payirtg Agsal far the ratknriog lhuck . 

Zend CorponKB JRY tiUUflMMBD 6J per tad. Baida dee 200!. 

Nijpon Yloen Katashfti Kofte USD 1 JXnjm/Kp Euro Medmra 
7crm Nate PmgaBBBc. 

Knai) Co. Id Kmngr Finance America Inc, Kwhy florae 
Eacpc Pte. USD -TOUOOCmoo Ewe Med ium Tfctm Note Programme. 

All Nippoc Airways Co-, LnJJFY 20)500000,000 6JS3 per ccm. Nam due 
2000 . . 

- YoAkUXocyo iUC.Jl’YlQ.UOCUXXlOOO 3.6 pw cos. Notts due 1W9. 
tyKi Air Tcnaiml JPY iSfldMOUJOO 6.4 per «ra.Bw*dac 19*». 

Kokand Danhlo Danr» Co. Lid JPT 1X000,0000006. 1 per cm 
BaUbdMim 

' NTT Dan C n mewri i ciiw M 8ywtm Con»3ra^»i OT HUMflOmOO 

■ OQptfmLBaaA doe 1999. 

Dated; 4 tfa August 1998 

The Industrial Beak of Japan (Luxembourg) SjL 
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Smiths Industries attacks Sets volatility 


COMMENT 


By Andrew EdgecStfe-Johnsoo 


The London Stock 
Exchange's controversial 
electronic trading system. 
Sets, ramp under fire 
yesterday after two small 
trades in Smiths Industries 
hit its share price by 6 per 
cent in the last minute of the 
last day of the company's 
financial year. 

Smiths wrote a letter of 
complaint, saying the volatil- 
ity caused by the exchange's 


treatment of such trades 
coul d jeop ardise its place in 
the FTSE 100 index of lead- 
ing shares. 

Alan Thomson, finance 
director, said the two trades 
- worth less than £1500, had 
taken £150m (3248m) off' 
Smiths' year-end market 
value, and affected its calcu- 
lations of shareholder value 
and shareholder returns. 

He added that if such a 
drop in the share price were 
to happen on the eve of Sep- 


tember 9. the next meeting 
to decide the constituents of 
the FTSE 1 00 , Smiths would 
be knocked out of the index, 
preventing some index-track- 
ing funds from holding its 
shares. 

Two parcels - of 172 
shares and 34 shares - were 
sold in the last 2D seconds of 

trading on July 31 at 711p, or 
42p below the level of the 

previous trade. As a result 
the closing price was 
recorded as 7Ilp, down 72p. 


Yesterday, the shares, which 
have swung on average by 6 
per cent a day in the past six 
days, closed at 770p. 

Mr Thomson said the 
bonuses of 150 senior execu- 
tives, which are tied to the 
group’s shareholder return 
by comparison with a group 
of other companies in the 
sector, would probably not 
be affected by the last- 
minute swing. 

He added, however “Had 
It been next year, ft would 


have affected the bonuses.” 

It is believed that the low- 
priced trades were part of a 
portfolio trade, by an inves- 
tor selling shares in a num- 
ber of companies. The 
exchange said it bad investi- 
gated the unusual move- 
ments and that there was 
“no question” of the share 
price having been manipu- 
lated. 

"It is unfortunate," it 
added, “but there is nothing 
that we can do about it 


because both counterparties 
are happy with the trade." 

The exchange plans to 
change its rates at tiie end of 
the year,, so that closing 
prices will be calculated an 
the volume-weighted aver- 
age price over the last few 
minutes o£ trading. . 

A large buying order late 
in the day absorbed .all the 
stock an offer at 75Qp and 
753p, the exchange said, . and 
also took out the shares on 
offer at TZlp. 


Smiths Industries 


Ionica 

Share prfce dnce Botsttn (pen) 


Ionica still seeking an investor 



By Christopher Price 


1937 


Scorer Ottoamcv 


Shares in Ionica tumbled by 
more than a third yesterday 
after the telecommunica- 
tions group said its two- 
month search for a strategic 
investor had so Ear proved 
unsuccessful. 

The Cambridge-based com- 
pany also announced it was 
iMsararing with bondholders 
the restructuring of $570m of 
outstanding debt. 

The news was accompan- 
ied by the resignation of Sir 
James McKinnon, chairman. 
The company said Sir James, 
69, had decided to leave, 
after more than four years in 


the post, for personal rea- 
sons. 

Ionica afao the 

te rmina tion of a £300m 
(3495m) credit arrangement, 
which was being withheld 
by bankers because the com- 
pany had not met certain 
performance criteria. The 
decision to end the facility 
was taken in order to save 
banking charges. 

It was the withholding of 
the facility in May that had 
prompted Ionica to seek a 
partner. Yesterday, the com- 
pany repeated its warning 
that such a move was likely 
to be “highly dilutive to 
existing shareholders". 


It also cautioned: “There 
can be no assurance that a 
strategic Investor will be 
forthcoming nor that any 
restructuring will be com- 
pleted.” However, the com- 
pany has some £8Qm in cash 
which, it says should enable 
it to trade normally into 
next year. 

Ionica shares closed down 
i6Vip at 26%p. Its market 
capitalisatio n was £45m com- 
pared with £640m when It 
floated a year ago. 

The public listing was met 
with enthusiasm from inves- 
tors, who were impressed by 
the group’s use of radio tech- 
nology - rather than copper 


wires - to connect house- 
holds’ telephones to -tele- 
coms hncn stations. ■" " 

However; just four months 
after the float, Ionica warned 
that sales had been hit by a 
lack of capacity in -its net- 
work. In January, Nigel 
ETayford, founder and chief 
executive, stepped down and 
was replaced by Mike Biden. 

BT Alex Brown, the US 
in vest m ent bank, Vma been 
appointed to open talks with 
Ionica’s bondholders. These 
are believed to be mostly US- 
based funds. Discussions are 
likely to focus mi a debt-for- 
equlty swap in the event of 
an investor befog found. 


If there were a competition f 

for the most predictable UK ,Sratt» Bddswat - 

unmpany fo fwmfl of profits, price tftoflC#) 

Smiths Industries would be 

on the shortlist Not so with ^ 

its share price: Its recent vat gso — 1 H — •' ■ 

atllity has endangered its * ^ A f \ 

position in the FTSE 100 . j|Tl JLJ 1 . 
index, alarmed investors and ggo if 111 liil li 
raised directors' blood pres- * ... A# 11*1 f *1 H 

sure over the value of their 800 * jHi * 

share options. While direc- ^ U I 

tors should worry about their - - | I 

company's performance .-700. '■ 

a gains t its peers, such. daily \ H * 7 , 1 . v 

jumps - on no news - waste tm 

their time and energy. 

Smiths is entitled to consider ,anrMwn w . . v.: . 

using monthly averages for 

per formance measures. Shareholders must check that such 
changes do not reduce hurdles far bonuses, but should 
understand the' heed to avoid demotivating key people. 

Smiths* plight also highlights the work the stock exchange 
needs to do to improve its Sets order-driven trading system. 
Plans far dosing prices to be based on a volume-weighted 
average - the timeframe has yet to be decided - should be 
brought forward from the end of the year. Throug h the d ay, 
investors shoul d pay more at t e nt i o n to the volume weighted 
price the last trade. But the bigger question is liquid-, 
rty. fewer than a third of Smiths shares are being traded 
through Sets. The system may need more than fine-tuning. 


Diversification pays off at HSBC 


Midland becomes group's biggest profit 
centre with 12% increase 

By George Graham f erred to another part of 


HSBC Holdings’ decision to 
expand away from its origi- 
nal base in Hong Kong and 
east Asia paid dividends yes- 
terday as profits from its 
operations fo the UK. the US 
and Latin America helped it 
to shake off its problems fo 
Asia. 

Midland Bank, acquired 
six years ago fo a move that 
saw HSBC shift its head- 
quarters to London, h«»canu> 
the biggest profit centre for 
the group, with attributable 
profits erf 3909m In the six 
months to June 30. That rep- 
resented a 12 per cent 
increase, after stripping out 
the results of Trinkaus & 
Burkhardt, a Ge rman subsid- 
iary which has been trans- 


ferred to another part of the 
group. 

Keith Whitson, group chief 
executive, said: “The results 
have very dearly vindicated 
our strategy of diversifica- 
tion." 

William Dalton, who took 
over from Mir Whitson this 
year as chief executive of 
Midland, said the improved 
earnings came despite a drop 
in foreign exchange profits 
in the treasury operation 
and a £80m (399m) provision 
to cover compensation for 
younger customers who 
were wrongly advised to buy 
personal pensions. 

Ti ght cost control cut the 
costdncome ratio fo the core 
UK banking business from 
57 to 53.8 per cent while 
First Direct. Midland’s tele- 


phone And PC hanking sub- 
sidiary, continued to add 
13,000 customers a month. 

HSBC Americas, including 
Marine Midland, raised 
attributable profits 8 per 
cent to 3249m. while Latin 
America saw a sharp jump 
from $um to thanks 
mainly to the acquisition of 
Bamerindus in Brazil. 
Branch closures helped cut 
operating costs at Bamerin- 
dus from SLOflbn to S662m, 
and attributable profits 
jumped from $6m to 386m. 

Attributable profits from 
investment banking dropped 
6 pm- cent to 3154m. but the 
year-ago figures were 
improved by a substantial 
profit taken on a private 
equity investment 

Steph en Green, chai rman 
of HSBC Investment Bank, 
said all HSBC’s investment 
hanking activities played off 


the strengths of the group 
around the world. Including 
fund management, private 
banking, private equity and 
corporate finance. 

“We have consistently said 
thsrt investment hanking fe 
there because we believe it 
has good synergies with the 
rest of the group. I can't con- 
cave of a group such as ours 
not having a set of invest- 
ment hanking capabilities." 

This is the first set of 
results HSBC has reported in 
US dollars, a decision taken 
because so much of the 
group's business was tinted 
to the dollar. 

The group will pay a first 
interim dividend of 37 cents 
(32.5 cents) on naming s per 
share of 90 cents (108 cents). 
The dividend will be payable 
in US dollars, sterling or 
Hong Kong dollars or a com- 
bination of these currencies. 


Carlton joins 
Universal in 
digital TV deal 


By Cathy New man 


Pearson makes a strong 
start to 1998 


PEARSON PLC INTERIM RESULTS 


Carlton Communications, 
one of the biggest ITV com- 
panies, has teamed up with 
Universal Studios of the US 
to broadcast two channels 
on digital terrestrial televi- 
sion. 

Universal is believed to 
have struck a deal with Carl- 
ton to provide a film and 
crime chann el for On Digi- 
tal, the pay-TV group for- 
merly known as British Digi- 
tal Broadcasting. 

Carlton and Granada, 
another powerful ITV group, 
jointly own On Digital, 
which is hoping to launch at 
least 15 channels before 
Christinas. 

The film channel - which 

may be branded Studio Uni- 
versal - will combine Carl- 
ton's and Universal's 
archives: Universal's hits 
include Cape Fear, and 
Carlton claims it has the 
largest library of British 
films. 

Last year Carlton bought 
the rights to the Rohauer 
Collection of 600 films and 
Rank Film Distributors' 
library of mare than 700 
films. 

Carlton and Universal win 
also co-operate on a crime, 
drama and documentaries 
channel, which was origi- 


nally to be called Public Eye.. 
Universal owns the 13th 
Street channel in France, 
and the On Digital channel 

is likely to take the same 
name. 

It is expected to broadcast 
some of Universal’s films 
such as Alfred Hitchcock's 
Psycho, as well as Caritcm 
dramas such as Inspector 
Morse. The two channels, 
wffl be offered as part of On 
Digital’s basic package of 
programming, which will 
cost less than £10 (S1&50) a 

month 

The changes to On Digi- 
tal’s basic channel line-up 
will need approval from the 
Indep endent Television Ccan- 
mission, but the television 
watchdog is not likely to 
object to a strengthening of 
the digital terrestrial service. 
Carlton yesterday declined 
to comment 

News of the programming 
joint venture comes as the 
rivalry between British Sky 
Broadcasting and On Digital 
intensifies. BSkyB’s 200- 
channel service will launch 
fully fo the autumn in direct 
competition with On Digi- 
tal's more modest offering: 

■ BSkyB has rights to Uni- 
versal’s new films as part of 
its premium movie channels, 
which are also expected to 
be available an On Digital. 


London Electricity 

R is easier to stampede into a market than to orchestrate a 
seemly retreat Entergy paid handsomely - nearly seven 
ww h flow - for London Electricity two years ago, 
when leading up monopoly businesses with debt looked an 
easy way to boost earnings. Now the trick is not so easy and 
the queue at Entergy’s door is unlikely to be long. National 
Power, the generator, may yet become a convert to vertical 
integration in the UK electricity market, but would have to 
jukify its strategic U-turn. 

Another industry model may catch om horizontal integra- 
tion with one regional electricity company buying another. 
Southern Electric looks the clear favourite because its 
proximity should yield synergies in distribu- 
tion. The snag is that the group will not enjoy the savings 
for long, given the forthcoming regulatory review. Other 
recs may want to wait until the industry has split distribu- 
tion businesses from supply - as demanded by the regulator 
- before they mate their move. Unlike 1996, this is no 
seller’s market . 


Filtronic makes 
$43m US buy 


Filtronic, the telecom- 
munications components 
company, yesterday 
strengthened its' technology 
base with the 343m acquisi- 
tion of Litton Solid State, a 
US high-grade semiconduc- 
tor company. - 

Shares in Filtronic fell 
16V4p to 420p. 

Announcing pre-tax profits 
nearly trebled to £llm 
(318m), fuelled by growth fo 
the mobile telephony mar- 
ket, foufessor David Rhodes, 
executive chairman, said the 
acquisition of Litton Solid 
State would enhance FQtron- 
zc’s products. 

LSS makes gallium arse- 
nide and indium phosphide 
semiconductors which have 
been Insulated from the 
recent world slump fo sili- 
con semiconductor prices 
because of their specialist 
use in' microwave integrated 
circuit assemblies. 


The final price to be paid 
fo Litton Systems for LSS - 
which reported sales for the 
year to July 31 up 30 per 
cent at $33m - will be deter- 
mined when the deal is com- 
plete, but is expected to be 
in the region of $43m. 

Prof Rhodes said the deal 
would be funded by a 
short-term bank loan which 
would be repaid after a US 
high-yield bond issue next 
month. 

After the deal Filtronic 
would have interest cover of 
45 to 5 times, he said. 

FhtronSc’s turnover for the 
year to May 31 more than 
doubled from £46. 6m to 
£94. Un. Operating profit rose 
from £4.67m to £12m. 

The proposed l.35p final 
dividend takes the total to 2p 
CL25p) and is payable from 
earnings per share of 17.08p 
(6.52p). 

Analysts are forecasting 
1999 pre-tax profits of 
between £16J2m and £l7.5m 


RECORD first holf profits 


RESULTS 


• GOOD PROGRESS on financial targets 


COMPLETION of Simon & Schuster acquisition on track 



OPERATING PERFORMANCE 


ALL tlOUMS IN C MILLIONS 
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+3% 
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+5% 
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Operating profits - 

106.1 

69.1 

+54% 

328.2 

- continuing operations 

107.3 

82.9 . 

+29% 

- 320.8 


Adjusted earnings per share 
Dividends per share . 
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Anglo t Overseas — 6 mOs to June 30 784.2 
Hendemm Smaller Yr to May 31 344.1 
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Glaxo ends 

Gannon 

Warner 

buys US 

venture 

chain 

By VirgMa Manfi 

By Scheherazade 



« « matter of record only. 


Commenting on the results, Marjorie Scaritno, Pearson's cMef executive sold: 


US$ 6,500,000 


"We have made a strong start to 1998. These are good operating 
results which give us confidence that we can meet our 
financial goals for the year. While our reshaping of Pearson 
and the building of market-leading businesses has gathered 
momentum , we have made the task of delivering on our 
sales, margin and cash targets our priority.” 



Full results available from The Pearson Website http://www.pearson.com 


Glaxo Wellcome is to 
dissolve its over-the-counter 
drugs marketing joint ven- 
ture with Warner-Lambert of 
the US and regain marketing 
rights an some erf its best- 
selling non-prescription 
products. 

The UK pharmaceuticals 
group will regain rights for 
Zantac 75, the lower dose 
version of Its anti-ulcer 
treatment, in all markets 
outside North America, as 
well as worldwide rights to 

over-the-counter versions of 

Zovirax, a cold sore cream, 
and Beconase, a hayfever 
treatment It will also take 
back rights for marketing 
future products with . poten- 
tial, to move- to nonprescrip- 
tion sales. 

Warner will acquire rights 
to market Zantac 75 in North 
America, the world’s largest 
drugs market. . ' Analysts 
expect Glaxo will receive 
about £30m-£40m on dissolu- 
tion of tiie venture, which is 
due by th^ end of the year. 


Michael Cannon, the 
entrepreneur who made two 
fortunes fo the UK pub 
industry . yesterday unveiled 
the 343m acquisition of Fud- 
druckers, a US-based ham- 
burger chain, from Unique 
Casual Restaurants, the Mas- 
sachusetts-based company. 

It is Mr Cannon's first ven- 
ture in tiie US and follows 
the £20Qm ($32&n) sale of the 
Magic Pub drain to Greene 
King two years ago, which 
netted him £70m. In 1993 he 
mads £2Sm when Greenalls 
bought his De vanish pubs, 

Fuddruckers is a chain of. 
284 restaurants, 120 of which 
are owned and the rest fran- 
chised. Sales were 3238m last 
year. The chain operates its 
own in-store butcher shops 
and bakeries. . Mr Cannon 
said $55m wouH be invested 
over the next two to three 
years to reinvigorate the 
brami with the aim of a New 
York stock exchange flota- 
tion within IS months. 


Equity PaifldpaUon 
Committed to the 


FIRST UKRAINIAN 
INTERNATIONAL BANK (FUIB) 

Donets k/Ukraine 


to Strengthen the Bank's Capital Structure 
and to finance the Expansion of its Operations 
and Corporate Lending 


Provided by 

fte German Investment and Development Company 


DEG - Deutsche Invesiitions- sod 
Entwicklnagsgesellschaft mbH 
' Cologne 


lute 1998 
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EURO PRICES 


equities 


Asian weakness depresses Europe 


CURRENCIES & MONEY 


FT SYNTHETIC EURO RATES 
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By Philip Co ggau , . 

Markets Etfitar 

European stock markets 
slipped back once more as 
Friday^ late slump cm Wall 
Street and a weak perfor- 
mance in Asia depressed 
sentiment. 

The FTSE Eorotop 100 
index dropped 38.1 points or 

U25 per cent to 2JSL33 while 

the broader Euro top 300 
mdex fell 13.66 or 3.1 per 
cent to U244.7S. Hie FTSE 
Ebloc 100 index, which is 
limited to companies in 
countries p lanning to be part 
of the new single currency, 

FTSE Ehrotop 300 &nbloc 
Index . 


1500 . 
■1460 


slipped 1GJ3 to UB0.31. 

A revival of concern about 
' events In Asia, where the 
yen has weakeamd in -recast 
weeks, phis worries about 
the ability of the c or p o rat e 
sector to ddiva- rapid earn- 
ings growth, have sparked 
the European seU-off. 

‘ But Mark Howdle. Euro- 
pean strategist at Salomon 

Smith Barney, says the 
Asian ri^r to current earn- 
ings expectations Is low. 
“The market has already 
had a year to adjust its rat- 
look since the currency cri- 
sis began and the most 
exposed sectors and stocks 
have already underper- 
formed significantly. 


flfa £-V : . 
•ifcr 


“Hie pick-up in the cooti- 
aental Eurcvean economy is 
still delivering ofGsetdhg 
upgrates far other sectors, 
Inr bwBng flranHw lg anil con- 
sumer cydicals. And conti- 
nental Europe is still likely 
to dehvar significantly 3 trea> 
ger earnings growth in 1966 
and 1999 than all the other 
major equity regions." 

The alcoholic beverages 
sector dropped 2.6 per cent 
with Hehwksn down -Eeu 2J5 
to Ecu 3&5B 00 bars tiiat the 
poor European bad 

hit beer sales. ' 

AotomobSe stocks fan zs 
pm- cent with weakness in 
FTanoe and Germany. BMW 
fell Ecu 82.1 to Een 83&15 


and Peugeot lost Ecu 7.7 to 
Ecu 170.54. 

SAP. the German softwar e 

wmypmy which I fotfd Amur . 

lean Depositary Receipts in 
New York yesterday, ffeUEcu 
123 to Ecu 64533 after its 
recent strong ran. 

• Morgan Stanley Capital 
Int ernat i onal launched a 
new set of indices ahead of 
the introduction erf the Euro- 
pean single currency. 

. The new MSCI indices are; 
Europe ex-UK ex-Switzer- 
land; Emu ex-Germany: GDP 
weighted Emu; All Country 
World Free ex-Europe; and 
All Country World Free ex- 
Emu. 
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With a unique balance of skills, culture and resources, Credit Suisse First Boston 
is helping clients position themselves to reap the benefits the euro wilt bring. 
No other firm has quite the same combination of global business and European 
“home market” capabilities. 
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INTERNATIONAL CAPITAL MARKETS 


Yen concerns drive upward trend 


GOVBiNMBfrBONpS 

By Jeremy Grant in London and 
Richard Tomkins to Hew Yolk 

Band prices surged 
yesterday on further weak* 
ness in the yen against the 
dollar, with the benchmark 
German bund future punc- 
turing last week's record 
highg and gilts ending up on 

further signs of weakness in 
the UK economy. 

Analysts said the start to 
the week's trading saw a 
positive trend for bonds 
globally and traders noted a 
re-emergence of recent 
“flight-to-quality'' buying. 
That was prompted by com- 
ments at the tail end of last 
week by Japan's new finance 

minister, Keiichi Miyazawa. 
in which he Indicated oppo- 
sition to intervention to sup- 
port the yen. 

However volume across 
the board was modest as 
investors have already 


squared their positions 
ahead of the summer holi- 
days. 

Padhralc Garvey, senior 
bond strategist at ABN- 
Amro in Amsterdam, said 
bonds were also underpin- 
ned yesterday on concern 
over a further slide in the 
yen, as well as a possible 
devaluation of the Chinese 
currency. 

"With Asian bourses fall- 
ing, these types of worries 
make for a very bond-posi- 
tive environment. There are 
a lot of good reasons to stay 
long of bonds. And the 
liquidity story in the US is 
good,” be said, 

US TREASURIES regis- 
tered across-the-board gains 
in morning trading after a 
report from the National 
Association of Purchasing 
Managers showed a notice- 
able absence of infla- 
tionary pressures in the US 
economy. 

Earlier, bond prices had 


already been given a boost 
by a further weakening of 
the yen against the dollar, 
and the release of the NAPM 
report added to the upward 
mom ent um- 

At noon, the benchmark 
30-year band was Vr lip at 
10GS. yielding 5.679 par cent 
The 10-year note was up y, at 
10l£. yielding 5.461 per cant, 
and the two-year note was 

up it at 993 , yielding 5.459 

per cent 

The NAPM's diffusion 
index for July was 49.1 per 
cent, down from 49.6 per 
cent in June and indicating 
a continuing slowdown in 
manufacturing activity. 

Reactions were positive 
because this added weight to 
the view that the Federal 
Reserve is unlikely to raise 
Interest rates In the near 
future. 

In GERMAN BUNDS, the 
September, 10-year futures 
contract settled up 0.32 
points at 109.70 in volume of 


10-year braid spread 

UK miooGaroany (teste points) 


130. 



229.000 contracts traded in 
Frankfurt 

Analysts said bunds were 
benefiting from a flight to 
quality out of Japanese 
investments as financial 
markets have little confi- 
dence in Tokyo's economic 
reform plans. 

This week, bunds are 
likely to remain focused on 


Japan and emerging market 
factors, given the absence of 
significant economic data 
and other fundamentals. 

UK GILTS were once again 
trading on farther evidence 
of economic slowdown in the 
UK. with a bleak report on 
manufacturing fuelling a 
rise in prices. Stronger US 
Treasuries also helped. The 
September 10-year gilt future 
settled 0.45 points higher at 

109.49 in volume of 58.000 
contracts traded. 

The Chartered Institute of 
Purchasing and Supply said 
the manufacturing sector 
had contracted at its sharp- 
est rate for almost six years 
in July. 

Nell Parker, treasury econ- 
omist at the Royal Bank of 
Scotland, said investors were 
now focusing an Thursday's 
Bank of England monetary 
policy committee meeting, 
especially how much weight 
its memb ers would be giving 
to wage inflation. 


Bell Atlantic issue steals the limelight 


INTERTWTIO^BONpS 
By Vincent Boland 

With the record $3.5bn 
exchangeable issue from Bell 
Atlantic, primary issuance 
elsewhere was somewhat 
muted yesterday in other 
sectors of the market 

Bankers said activity was 
expected to pick up later in 
the week, including a pro- 
posed $2bn-$3bn add-on by 
Fannie Mae. 

They said there was 
mounting concern In the 
international bond markets 
over the continued slide of 
the yen against the US dol- 
lar. Although Japanese 
demand for issues has held 
up, many feared the impact 
of the exchange rate on Chi- 
na’s vulnerable currency. 

"The weakness of the ‘yen 
has not stopped Japanese 
busring of particular issues, 


WORLD BOND PRICES 


but if the yen were to 
weaken much more there 
would be a lot of pressure on 
spreads.'’ one syndicate head 
said. 

ALLIANCE & LEICESTER, 
the UK mortgage lender, 
made Its first foray for some 
time into the sterlin g float- 
ing rate note market, with a 
£300m five-year floater 
priced at 3ft basis points 
over Libor. A syndicate 
banker at HSBC Markets, 
lead manager, said the bond 
was trading at Libor plus 6 
basis points late yesterday. 

With a rush of sterling 
bond redemptions currently 
under way, the banker said 
the issuer wanted to tap into 
the rising liquidity now in 
the sterling market 

Alliance & Leicester itself 
would be redeeming £200m 
of bonds In September, he 
said, although sterling bond 
issuance may take some 
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time to pick up further. 

"We're at a stage where 
sterling Is suance is low and 
redemptions have been quite 
sustained. Sterling bond 
issuance this year has been 
below the average of the 


past few years," the banker 
said. 

MUNCHENER HYPO, the 
German bank, launched a 
DMlbn Pfand brief issue 
priced to yield II basis 
points over the relevant 


BOND FUTURES AND OPTIONS 

France 
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bund. Lead managers DG 
Bank, Credit Agricole hido- 
suez and Rabobank are 
expected to launch today a 
similar type of Issue for 
KfW, the German develop- 
ment agency. 
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Tetekmutmikacja Polska SA 

(TPSA), Poland's state-con- 
trolled telecommunications 
monopoly, was given a rat- 
ing of BBB yesterday by 
Fitch IBCA, the London- 
based credit rating' agency, 
ahead of the company’s pro- 
posed stock market flotation 

later this year. • 

The rating is two notches 
above investment grade, and 
will be a boost for the gov- 
ernment's plans to privatise 
TPSA, which include float- 
ing a 20 per cent stake and 
possibly introducing a stra- 
tegic investor. 

Fitch IBCA said the rating 
was constrained by Poland^ 
sovereign ceiling; "In a 
higher-rated sovereign envi- 
ronment, its rating would be 
above BBB and there is 
scope for it to rise should the 
Fitch IBCA sovereign rating 
be raised,” the agency said. 

“As the national telecoms 
operator TPSA has a strate- 
gic importance and solid 
business and financial posi- 
tions that, are unlikely to be 
eroded in the short term.” 

Poland's telecoms network 
is generally considered to be 
less developed than in either 
the Czech Republic or Hun- 
gary, whose national opera- 
tors were privatised in the 
early and mid-1990s. 

TPSA to expected to lose 
its monopoly of domestic 
long-distance calls some 
time ' next year but ' will 
retain international services 
until 2003. 

Fitch IBCA said that while 
several other . networks 
posed a threat to TPSA’s 
market share for domestic 
long-distance calls, “ftnther 
consolidation will have to 
occur before they pose a 
material threat".' 

The offering could raise up 
to $2bn. - 
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Russia freezes 
borrowing to 
calm 



By Jeremy Grant to London and 
Charles Ctowr to Moscow 


said yesterday H had 
no plans to tap the interna- 
tional capital markets until 
the end of October, and any 
borrowing for the rest of this 
year would not exceed $2bn. 

Hie move appeared aimed 
at calming foreign investor 
fears that Russia was < build- 
ing up significant dollar debt 
since concluding a. recent 
debt restructuring deal. 

Bankers said the 
announcement was also, 
likely to pile pressure on the 
government to ensure effi- 
cient tax collection, a key 
riMwanri of the International 
Monetary Fund in extending 
its «22.6bn rescue package 
last week. 

The finance ministry said 
it had decided on the bor- 
rowing freeze as a result of 
receiving the IMF loans and 
after a recent T-bill 
exchange scheme designed 
to l en gthe n the maturity of 
Russia's overall debt Inves- 
tors swapped holdings of 
GKOs - domestic one-year 
bonds - for kmger-matnrity 
eurobonds. 

Russian dollar-dehomi- 
nated debt plunged to all- 
time lows last week as many 
investors lost confidence in 
the deal 

Oleg Bonklemishev, head 
of the ministry of finance's 
International capital mar- 
kets department, said the 
decision to stop eurobond 
issuance was to assuage 
investor fears that Russia 
was borrowing too much. 

"The investment commu- 
nity got scared about how 
often Russia issues euro- 
bonds. The Russian govern- 
ment would like to calm 
markets, to show them that 
we don't need constant bor- 


rowing. We will take a 
break." he said. 

The GKO exchange had 
♦ahem some pressure off the 

redemption schedule, for 
short-term government bor- 
rowing but .the cost was a 
big increase In outstanding 
dollar' debt, said Mr Bon* 
klemlsbev. “We do not want 

to harm our eurobond inves- 
tors,’’ he sakl- 
Bankers welcomed the 
move, confirming fears over 
' a glut in the supply of 
med ium to long-tens debt 
Juliet Sampson, emerging 
markets analyst at Bank of 
America, said: “1 think it’s 
less a sign that they don't 
need the money than the 
market knows they cannot 
handle any more dollar debt. 
It’s difficult enough to han- 
dle the excess supply follow- 
ing the GKO swap." 

Russia’s external debt ser- 
vice as a proportion of 
exports of goods and services 
is still relatively modest, at 
around 17 per cent, suggest- 
ing the country could afford 

to borrow more abroad. 

However the government 
still faces an estimated RSbn 
in redemptions of domestic 
bonds at current exchange 
rates. 

It is expected to repay this 
partly by using IMF funds 
and digging into foreign 
exchange reserves 
Bankers said the govern- 
ment would be hard pressed 
to make those payments, as 
tax collection efforts were 
unlikely to bear fruit until 
the end of the year. 

“All the problems are on 
the revenue collection side, 
rd say the situation is very 
tense," said one senior US 
banker. Russia would proba- 
bly need “a lot more than 
$2bn” when it next visited s 
the capital markets. 
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MAR KETS REPO RT * 
By anon Kuper 

y® 11 dropped again 
yesterday and has now lost 
Y4 against the dollar in the 
four trading days since 
Kiichi Mlyazawa became 

Japanese flnanw minister. 

yen’s slide iwt pres- 
sore on the Hong Kong dol- 
lar. as Chinese officials have 
threatened to devalue the 
yuan if the yen keeps falling 

yen declined on fresh 
signs that Japan would stop 
propping up the currency 
and the stock marine 
Miyazawa said in his inaugu- 
ral items conference early on 
Friday morning that mar- 
kets should determine their 
own l evels except in 
“extreme situations”. 

Yesterday Seiko Noda. the 
new post minister, backed 
him up, saying she opposed 
using post office funds to 
prop up shares. “Arbitrary 
manipulation of stock prices 
is unwise and I don’t want to 


POUND SPOT FORWARD AGAINST THE POUND 


- repeat such practices daring" 
my term in office." That 
knocked 1.31 per cent off the 
Nikkei 225 stock average, 
dragging down the y ew Jap-- 
anesfr assets also suffered ' 
from growing doubts Mini 
the new government will 
produce a stimulus pgf V e i EP 
worthy of the name. 

Talk that China will 
devalue is growing. How- 
ever, dealers have little 
opportunity to sell the yuan, 
which is barely traded, or 
the Hong Kong dollar, which 
is pegged, and so they sold 
HE dollar forwards yester- 
day. Hong Kong reported 
provisionally that its econ- 
omy shrank Z8. per cent in 
the first quarter of 199a 

Peter von Maydeli, senior 
currency strategist at Credit 
Suisse First Boston in Loo- - 
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don, said China could 
devalue fairly - painlessly 
becanse its foreign currency 
debt is modest, Chinese offi- 
cials have hinted they might 
act if the yen hits Y160 
against the dollar. 

The yen fell Yl.3 against 
the dollar to dose in London 
at YMSK7, a new seven-wed 
low. lt dropped Y0J5 against 
the D-Mark to V8L67, a new 

flve-and<a-half year low. Its 

fall raised prospects of deval- 
uations throughout Asia, hit- 
ting (he . Matayrtan ringgit. 
Singap o re dollar and South 
Korean won. 

The fiainwitew dollar bit a 
new all-time low, as it has 
almost, every day in the last 
fintnight, after a basket of 
commodity prices foil to its 
lowest 5 eve] since 1993. The 
currency is now at Ctf.514.to 
rtw us dollar, 

■ The pound dropped 
another Ll cents against the 
dollar l.l pfjgs against 
the D-Mark to $1,625 and 
DM?, flflfl. its first fall below 
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■ 
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DM230 since June 4. Sterling 
has now lost , more than 5 

pCgs in 6 days, as prospects 
for the UK economy have 
dimmed . It also fallen 
against the dollar, with 
which it normally moves in 
tandem, as the US economy 
continues to look healthy. 

■ The Mg test of whether 
Japanese policy on interven- 
tion has indeed changed 


could come soon. The yen is 
approaching Y146.75, the 
level at which the US and 
Japan intervened for it in 
June, If the currency now 
Ians through that level with- 
out incident, traders may 
decide that Mr Miyazawa 
can live with a weaker yen. 

No one is certain yet. Yes- 
terday Japanese officials 
suggested that the situation 
might be “extreme" enough 
for intervention. When 
asked about the yen’s 
decline to Y145, Mr Miya- 
zawa said: “I think the inter- 
ested parties, if necessary, 
will do something.” 

Haruhiko Kuroda, a senior 
official at the ministry of 
finance, said: “This is some- 
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thing that 1 say constantly, 
but excessive yen weakness 
is no: desirable. There are 
measures we could take at 
any time." And Ko.ii Tanami. 
vice finance minister, also 
used the phrase “excessive 
yen weakness" and said that 
Japan’s policy on foreign 
exchange was unchanged. 
These comments kept the 
yen’s decline respectable. 

■ The much trumpeted 
intervention for the yen on 
June IT was rather smaller 
than it seemed, according tu 
little noticed data published 
yesterday. The Federal 
Reserve said it sold &&3ni on 
that day. while Bank uf 

Japan reserves fell $l.lbn in 
June, notes ABN -Amro. 
Given that the Bank of 
Japan’s reserves tend ro 
gather imprest of about 
SSQOm a month. ABN-Amro 
estimates Japan's contribu- 
tion at S2bn. So the two cen- 
tral hanks moved the yen b\ 
spending less than S."bn 
between them. 
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COMMODITIES & AGRICULTURE 




Normandy chief warns on 
Australian gold industry 


By Gwen Robinson In 
KatgoorBe, Western Australia 

Australia's gold mining 
industry - the world's third 
largest - faces more hard 
times if it faflfi to improve 
marketing and co-ordination, 
said Robert de Crespigny, 

executive chairman of Nor- 
mandy Mining, Australia's 
largest gold mining group. 

He sounded the warning at 
the Diggers and Dealers 
annual conference in Kal- 
goorlle. Western Australia, 
and added that companies in 
the Australian resources sec- 
tor had been unfairly hit by 
the recent fall in trading vol- 
umes on the Australian 
Stock Exchange, which has 
seen many fall out of its 
resources and gold indices. 

This in turn is preventing 
those fund managers and 


institutional investors who 
are linked to index-weighted 
buying programmes from 
purchasing the stock - at 
precisely the moment when 
gold miners have been hit by 
a downturn in the interna- 
tional bullion price. 

Mr de Crespigny said 
applications for Exploration 
and new mining leases in 
Australia by gold companies 
are falling, and that as many 
as one third of, Australia's 
300 or so listed gold mining 
companies currently have 
less than Aflm <US$607,(XW 
in available funds. 

He said among the biggest 
barriers to further Invest- 
ment in gold stocks are the 
m inimum liquidity provi- 
sions for the stock market's 
indices. These prevent for- 
eign mining companies oper- 
ating in Australia and deter 


investor interest, diverting it 
from locally-listed gold com- 
panies to other exchanges, 
particularly Toronto. 

The Australian gold index 
represents only 2 per cent of 
the ASX. down Grom more 
than 16 per cent in the early 
1990s. The resources index. 

the main gauge for resources 
companies, has fallen from a 
peak of more than 30 per 
cent to about 6 per cent. 

The decline explains why 
the stock market has contin- 
ued to drive down gold min- 
ing companies, even when 
they report good earnings 
results or gold discoveries. 

Australian gold companies 
face additional pressures 
over the long-term impact of 
native title legislation on 

their future prospects - even 
while they have benefited 
from the recent weakening 


of the Australian dollar 
to a 12-year low of 58 
cents against the US dollar. 

Following recent amend- 
ments to native title legisla- 
tion, Mr de Crespigny said 
most of the concern about 
Aboriginal claims on mining 
leases centred on explora- 
tion, rather than existing 
mining operations. 

Of Normandy Mining - 
which produced 1.73m 
ounces of gold in the year to 
June - Mr de Crespigny said 
it would continue Its over- 
seas expansion. However, he 
said the group was reconsid- 
ering Its joint venture with 
Le Bureau de Recherches 
Geologlques et Minieres 
(BRGM) in their La Source 
project in France, and would 
possibly push for a segrega- 
tion of assets or 100 per cent 
control of the project 



Robert dc Crespigny: Normandy to continue 


expansion 


RUBBER COUNTRY WILL FORMALLY ANNOUNCE ITS DEPARTURE LATER THIS MONTH PUTTING FUTURE OF ORGANISATION UNDER THREAT 


Malaysia confirms plans to quit INRO 


By Gary Mead 


The survival of the world's 
last remaining international 
commodity agreement, the 
International Natural Rub- 
ber Organisation, is hanging 
in the balance following the 
Malaysian government's con- 
firmation that it plans to 
withdraw from INRO. 

Lim Keng Yaik, Malaysia’s 
Primary Industries Minister, 
said Malaysia would for- 
mally announce its depar- 
ture from INRO at a meeting 
of the Association of Natural 
Rubber Producing Countries 
(ANRPC) in Bangkok on 
August 20-21. 

Malaysia pays for 20 per 
cent of the administrative 
budget of INRO. an associa- 
tion of 16 natural rubber 
producing and consuming 
countries. 

Analysts say Malaysia has 
also been exercising pres- 
sure on Thailand to per- 
suade it also to leave INRO. 


COMMODITIES PRICES 
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in protest at its alleged fail- 
ure to intervene in the mar- 
ket to support depressed nat- 
ural rubber prices. 

Thailand has not so far 
indicated it would follow 
Malaysia in what some trad- 


if Malaysia 
cannot get INRO 
to change its 
mandate it may 
be happy to see 
it collapse 


ers regard is shaping up to 
be a serious fight between 
INRO's producer and con- 
sumer members when they 
have their next full meeting, 
in Kuala Lumpur on October 
20-23. 


The immediate casus belli 
in this wrangle is the belief 
of some producing countries 
that INRO should be more of 
a price support mechanism, 
in the context of natural rub- 
ber prices having fallen from 
$1.05 a pound one year ago 
to less than 70 cents today. 

Against that, INRO 
recently reminded its mem- 
bers that, under the third 
International Natural Rub- 
ber Agreement, signed in 
1995 by INRO members, 
“INRA has all along been a 
price stabilisation pact and 
not a price support one ... it 
bas never been the objective 
of INRA to boost prices, 
rather to maintain them 
within a certain price band 
agreed to as remunerative to 
producers and fair to con- 
sumers by both exporting 
and importing members." 

INRO claims it has per- 
formed that function 
through its operating of 
a buffer stock, buying 



and selling natural rubber. 

But below the surface, 
argue some analysts, is a 
fundamental shift in the 
economies of some of the 
leading natural rubber prod- 
ucing countries. 

Malaysia's apparent deter- 
mination to force a shift in 


the scope and function of 
INRO is seen as a reflection 
of the country's move away 
from dependency on com- 
modity production - includ- 
ing natural rubber - and 
towards increasing indus- 
trialisation. 

It is shifting from being an 


exporter of natural rubber to 
being a net importer of 
cheaper rubber from Viet- 
nam and elsewhere, to feed 
its developing later and tyre 
manufacturing industries. 

In this analysis, if Malay- 
sia cannot get INRO to 
change its mandate it may 
be happy to see It collapse, 
because “it believes it has 
nothing to gain from the 
agreement in its present 
form", according to one 
industry analyst. 

If INRO collapses, will it 
matter? 

According to David Shaw, 
editor of the European Rub- 
ber Journal, the issue is not 
clear cut: “I don’t think 
INRO serves a very useful 
purpose in the natural rub- 
bo: economy. However if It 
collapses - and I t hink it 
quite likely - It will tend to 
favour consuming countries, 
as there win no longer be an 
effective floor to the natural 
rubber price." 


Precious Metals continued GRAINS AND OIL SEH)S 



Cate 

Stahl 

Gk» 

1298-99 

1317-18 

Piwtcra 

13259 

1341-15 

MgMow 


nffi 

AM Official 

1310-109 

1326-29 

Krati do® 


n/a 

Opn H. 

n/a 


TaW dal jr tumv 

52746 


H ALOMMIM ALLOT (5 par ttlW 


Ota 

1160-70 

1170-75 

Previous 

1190-95 

1190-95 

MgMm 


n/a 

AM Official 

1175-78 

1185-87 

tot; dose 


(V a 

Open fnt 

n/a 


Total ddy knreer 

1.222 


■ LEAD per nmol 



Ckw 

5434 

5415-500 

Previous 

549-7 

552-3 

HlgMovr 


RM 

AM Official 

5434 

549-50 

tot) dare 


n/a 

Open ml 

n/a 


Tow date tamer 

5925 


M MCKEL B per tonne) 


One 

4100-10 

4160-70 

Privaus 

4240-50 

4300-05 

MOMon 


n/a 

AM Official 

4160-70 

4225-30 

Kerb done 


n/a 

Open « 

n/a 


TdW tbte uimr 

21241 


M m 0 per tome) 



Oow 

5675-85 

553040 

Previous 

5655-75 

5220-40 

Kghftj» 


n/a 

AM Official 

5660-65 

5525-30 

tob dose 



Open ML 

ah 


Trial date tawrer 

2.806 


M 2WC, aped* HWi gmda fi per tame} 

ttB8 

10445-459 

1087-68 

Pimaus 

10634 

1084-5 

Homo* 


n/a 

AM Official 

10915-575 

1078-79 

tob dose 



Opw ML 

n/a 


Tow date tenner 

12997 


M COPPER, grata A (6 pa tome) 



■ am>C0>EX(i00 Twy ot; Stay <«■> 

Soft Day's Gpn 

price dungs Mgh in H H 

tag 2 MO -23 287 0 283-5 2951 5.647 

Oct 2855 -25 2895 255-3 6.474 11,445 

Dae 287.9 — 2JS 291.1 2875 29.099 82934 

Mi 289.7 -26 2325 289.8 99 13*11 

Apr 291.7 — 2J6 294.1 2919 28 8.749 

-An 2935 -2* 2965 2932 S 12529 

TOW 40*47105*71 

■ PLATTHUM NYlfX (50 Traj BZ; Irtroy ozj 


■ MEAT LffE (100 tonnes £ par toanfl 


SOFTS 

■ COCOA UFF£ (10 tomes: fitane) 


MEAT AND LIVESTOCK 

a.UVE CATll£ QC mooota: canMba) 



Sett 

Oeft 




<*■ 


9bB 

OMfr 



Opta 


Sea DajPs 

Open 


Prie* 

change 

Mgh 

IM 

Vol 

M 


Price daage M* 

lita 

W M 


Pries doaga High Lav Val 

H 

Ste> 

6825 

-095 

6825 

0625 

10 

193 

Sap 

1055 

-1 

1061 

1048 1936 35969 

A»g 

56925-0950 9275 57925 5.796 

22.456 

Mo* 

7090 

-040 

7190 

7090 

114 

3966 

Dm 

1086 

. +1 

1001 

1060 1,770 44948 

Oct 

58975-099 00.175 56425 593B 

38924 

Jan 

7295 

-040 

72J5 

7295 

105 

1.707 

tor 

1109 

■*•1 

1114 

1104 

422 3B973 

B<C 

60950-0930 61975 9900 1.675 

15954 

Mar 

7425 

-090 

7425 

7425 

12 

803 

toy 

1125 

♦1 


- 

- 14255 

M 

62925-1.125 63900 6199 1938 

8,577 

»y 

76^ 

-0.40 

7790 

7690 

69 

626 

JM 

1141 

♦1 

- 

- 

- 7940 

AW 

6499-0900 65.150 63.775 447 

3,169 

TaW 





no 

7906 

««P 

1156 

+2 

1160 

1155 

202 20932 

Job 

62900-099 6399 62900 24 

aea 

M WHEAT C8T (5000t»j irin; cntsOOffi PaSteQ, 


Tata 





39331979B5 

TOM 

n/a 

ate 


Oct 

3712 

-6.4 376.5 371.0 

834 

8,925 

Jaa 

3712 

-5.4 3749 3719 

85 

831 

Apr 

3702 

-5.4 3719 3719 

1 

22 

M 

3702 

-5.4 

14 

3 

TaW 



869 

9,781 

H PALLADRM HVIO (100 Tray azj S/noy w) 


Sep 

30120 

-2.45 30590 300.00 

77 

2943 

0k 

2E020 

-345 292.9 29090 

11 

1909 

■ter 

28520 

-3.45 28490 28390 

- 

23 

Tata 



79 

3961 

M SILVER QHB &000 Tia» at; Coftoy n] 


Sep 

5300 

-99 5465 5355 10214 40438 

Dac 

5392 

-99 5479 5389 

2918 26999 

Jan 

540.7 

-9.7 5449 5449 

- 

27 

Wm 

5419 

-95 5475 5419 

110 

4.755 

Mar 

5429 

-99 5459 54SO 

1 

1999 

Jrt 

544.1 

-8-4 547.5 5459 

44 

2514 

Tata 



12463 61,144 


Sop 25175 -1.75 25390 24100 5599 48*51 

D*e 26650 -1.75 268.75 26550 9536 51.127 

MV 281.75 -ZOO 28150 28050 1.172 18,820 

Map 291.00 -250 29150 29100 8* 3517 

Jd 30050 -250 30250 30050 174 1790 

Sap 30850 -250 30B50 30850 18 26 

TOM ' 15,785 T28231 

MMAg£C8TftOOOtaiT*t<am5talB^ 

Sap 21350 -4.00 21850 21325 15,575 875*1 
Dac 22050 -325 2Z350 22050 28555157.404 
Mar 23125 -300 23350 23150 5,889 31453 

May 238.75 -275 2*050 23850 685 9504 

JM 244.00 -275 24550 24375 1208 15.125 

Sap 24850 -200 24825 24850 105 1,304 

ToU 32868 >11281 

■ BARLEY LfTE (100 tomes: E p w tonne} 


H COCOA CSCE (10 tames; Stores 


M LEAR BOGS OC (410008a; csotaVB) 


1535 

-17 

1538 

1520 2712 23926 


49950+0975 48.725 48400 2403 

10,461 

1575 

-15 

1577 

1560 1962 24911 

Oct 

42550+0.100 42 BSD 40600 1989 

11971 

1616 

-IS 

1619 

1605 

153 13928 

Dec 

42975-0.175 43200 41900 1936 

7.788 

1643 

-16 

1653 

1653 

62 5953 

fta 

40300-0900 47.42S 46900 

311 

2902 

1670 

-16 

- 

- 

50 1,748 


48275-0275 46900 45950 

33 

522 

1696 

-16 

- 

- 

10 1977 

•tea 

51350-0950 54900 53400 

26 

312 





SOM 77990 

Tata 


afs 

a/a 


mw 

JM 

s*p 

7PM 

■ COCOA 0CCO) (SDfTstome) 


131 


My 


Price 

.125552 


Pit*. Mf 
124820 


■ CORK UFFE (5 femes; Stoua) 


ENERGY 

M CRBDE OIL MYMEX 11.000 tamfc SfonaQ 

Latest Day's 
price dung* Mg* 

Sep 1380 -0.41 1425 

Oct 14.15 -135 1453 

(tea 14.45 -0.34 14.00 

Dac 14.77 -029 15.06 

Jen 15.06 -025 15.29 

Pat 1529 -126 1551 

Tote) 

■ CRUDE 08 {PE CSteamQ 


(tan 

tea W U 

1174 30546 122k 
1405 13756 66.742 
14.40 5210 36,600 
14 70 8206 4&I86 
1500 1575 31060 
1528 1,156 17283 
6*579480^70 


Ctraa 
Preriouj 
rtflhtae 
AM Official 
too ckae 
Open w. 

Tote saay una 


1645-6 

1684-5 


1667-68 


n/a 

33658 


■ URB Ate OtncM E/S nk 19348 

Ug Oaring BS rate: ate 

Spot 1X81 3 h®s IfiZUfitas 1£l27 9a*s i£Q50 


M HIGH GRADE COKTB (COMBO 

Safi Day's open 

price donga Mgh Law Voi tat 

tug 7450 -300 7500 7425 486 1084 

Sap 7500 -105 7850 7450 7.466 23982 

Oct 7520 -173 7550 7450 11 2 107 

«ta 75.40 -150 7590 7575 10 1579 

(tec 7870 -15S 77.10 7520 1438 13298 

Jaa 7550 -150 7620 7820 15 1528 

To *ri 8538 68532 

PRECIOUS METALS 

N LONDON MUON MARKET 
ffttaa agtafl by H M Rrttedftj) 

GokKTroyaa 
Oar 
Opening 

Morning A* 

Afl WBuu n flx 

nriHtfi 
air's Low 
enm one 



flpn 

Oajf** 


Span 


price change Mgh 

Low 

Voi tot 

Sap 

1263 

-0.46 13.06 

1233 20.192 72215 

Oct 

1299 

-092 1392 

1237 

9.196 37,748 

Hw 

1329 

-031 1161 

1329 

1979 16,490 

Dec 

1154 

-093 1397 

1354 

3.416 34,661 

Jaa 

1174 

-026 1492 

1172 

1.516 21454 

FK 

14.19 

+0.02 14.19 

1416 

70 18288 

TaU 




a/a n/a 

B HEATDK 08. HWB (42900 US gto; CVS gats I 


Lateat Bar's 


Opm 


price change Hfpi 

Ion 

Voi tot 

Ang 

3590 

+0.19 3530 

34.90 14931 4276 

Mp 

38.10 

-0.63 3835 

3590 16.952 55933 

Oct 

3785 

-098 3890 

3750 

2962 20.181 

MR 

39.40 

-033 4020 

3025 

1.152 11485 

Dec 

4130 

-093 41.80 

4090 

8.145 24,730 

Jaa 

4220 

-0.63 4270 

4215 

2242 22931 

Ttaw 




48974199933 

H GAS OIL FE B/tane| 




Sett 

Dart 


Open 


price ebaaga Mgb 

Uw 

Vol M 

Aug 

10890 

-225 111.75 10925 

6959 27964 

*te> 

11290 

-225 11150 11290 

4.779 23.412 

Oct 

11675 

-2.75 120.00 HUS 

1923 20981 

Kw 

121.00 

-1.75 12100 12075 

476 11664 

Dm 

12490 

-225 12690 12490 

1.721 35929 

Jan 

127.00 

-290 129.75 12790 

624 12920 


Sep 

69.10 


_ 

_ 

_ 

41 

IM 

7195 

- 

- 

- 

- 

977 

Jaa 

7170 

- 

- 

- 

35 

285 

A ter 

75£0 

- 

- 

- 

- 

63 

Me, 

7160 

- 

- 

- 

- 

23 

TaW 





- 

1989 

■ 30UUEAKS OTP900ta Sir (»*«» burita 

Aug 

57325 

-9J5 SI 50 57190 

9578 10*93 

Sep 

55175 

-8.75 56150 55225 

6.713 18,756 

Nn 

552.00 

-8.75 658.50 54990 36915 71428 

Jan 

56225 

-875 569.00 55990 

1995 10*84 

Mr 

57225 

-8.75 57150 56850 

519 

8992 

Mar 

57150 

-990 581.00 57850 

306 

2929 

Tata 





S6942U49K 

H SOYABEAN OK. CHT (80.0009* arts*/ 


Aep 

2194 

-023 

2497 

2390 

8)81 

8,787 

Sea 

2495 

-823 

2493 

2396 10*63 29,154 

Oct 

24.17 

-023 

2490 

2356 

1258 14971 

DM 

2426 

-838 

2490 

24.10 12*29 42532 

Jan 

3496 

-a 34 

2450 

2420 

475 

4*86 

Mar 

2455 

-090 

2490 

2495 

1981 

8353 

Tata 





37,182 110915 

M SOYABEAN MEAL C8T (100 tas; Steffi 


A"B 

146.4 

-55 

1519 

1455 13996 12905 

Sap 

1422 

-29 

1459 

1419 

5999 23976 

Od 

1409 

-29 

1429 

1399 

2935 18971 

Dec 

1414 

-19 

1459 

1421 14*16 58,423 

Jaa 

1413 

-2.1 

1465 

1449 

1933 

9.7B1 

Mar 

1509 

-24 

1520 

1495 

1973 

89(5 

Tata 





38785138937 

H POTATOES UFFE (20 taona; E oar tame) 


Mar 

809 

_ 

_ 

_ 


3 

Mar 

1129 

- 

- 

- 

- 

- 

Ate 

1639 

+39 

1635 

1629 

86 

2.176 

■*7 

1710 

+39 

- 

- 

- 

29 

Job 

1839 

+89 

_ 

•- 

— 

• 

Tota 





86 

?17« 

M FREIGHT (BFTEQ UFTE (SIMnta* poW} 


Ata 

800 

• 

800 

BOO 

14 

303 

Oct 

900 

-10 

900 

900 

10 

513 

Jaa 

as 

- 

- 955 

as 

5 

332 

Ate 

1000 

- 

- 

— 

- 

200 

M 

690 

- 

— 

— 

— 

372 

Tata 





28 

ZOBB 


CtoM 

tear 



- 


BO 

822 

828 






saa 

1700 

+75 

1706 

1642 1353 20,222 

Mm 

1085 

+73 

1668 

1600 3205 11.101 

JOB 

1645 

+70 

1625 

1588 

123 2953 

Mar 

1630 

+85 

1599 

1575 

129 1937 

May 

1625 

+65 

1582 

1582 

4 237 

Jrt 

1625 

+65 

1505 

1490 

14 . 68 

Total 





B£14 34918 

H cars TT CSCE (3750098: certaAri 



m ra«(aaiJESOg(40joofta:cBMs«9 

Meg 56500+8950 57500 55900 972 2.968 

Feb 55550+0350 58200 54500 436 - 707 

Hr 55200+0400 54550 - 1.7 

TaW n/a a/a 


LONDON TRADED OPTIONS 

Strike price S tome —Cat*— — Pate— 


S«P 

13090 

+1.70 131.2) 12690 9906 16911 

D« 

12395 

+190 12425 12175 <471 

1496 

Mar 

11100 

+1.15 1112S 11690 

873 

1448 

toy 

11150 

♦190 11150 11790 

158 

1184 

Jrt 

11995 

+195 11790 11790 

16 

19K. 

sw 

12040 

+190 11790 11690 

10 

1*38 

TOM 



H COHS0GU(UScentstainQ 




LME 

1250 


1300. 

1350. 


JM 31 
com <tay 
15 tay area 
M MUTE SUGAR UK (50 towns Stare} 


— 10499 
9728 


Dot 

2481 

-29 

25U 

2405 

541 21930 

Dec 

2483 

-29 

291j0 

2410 

93 

4954 

tor 

2519 

-2* 

2545 

252-3 

130 

7.144 

May 

2S59 

-19 

- 

- 

— 

1988 

Ata 

2589 

+03 

- 

— 

5 

1921 

Oct 

2S89 

+81 

- 

- 

- 

659 

Tata 





784 31996 

H SUGAR 11’ CSCE (l12.00Qte; eentrtn) 


tor 

138 

-002 

_ 

_ 

_ 

5,657 

Qd 

873 

-093 

895 

872 9913 67.119 

Mar 

110 

-092 

115 

999 2916 39914 

May 

113 

-092 

116 

113 

188 

1258 

Jrt 

114 

-092 

116 

111 

127 

8202 

Oct 

125 

-092 

9-30 

126 

42S 

5997 



sap 

Dac 

sw 

Dec 

62 

58 

98 

22 

30 

27 

67 

39 

12 

58 

43 

64 

Sap 

Dec 

Sip 

DOC 

73 

22 

115 

53 

2* 

73. 

86 

103 

5 

.154 

35 

169 

Sap 

Nov 

Sep 

tor 

154 

140 

4 

a 

108 

106 

8 

4T 

68 

79 

18 

64 

srp 

Dac 

Sap 

Dec 

24 

71 

19 

35 

14 

5B 

34 

47 

8 

48 

53 

60 

Sep 

Oct 

Sap 

Oct 

25 

- 

. 

-• 

11 

SE 

- 

. 

6 

33 


- 


Total 


17908183,187 


VaM 129B14U76 

■ canon HYCE gOPOgte; cantata) 

Oct 7040 -1.14 71.10 6890 1902 8393 

Dec 7008 -153 7075 8993 4905 38128 

Mar 7173 -091 7120 -7050 405 13662 

Hay 7190 -050 7190 7150 ISO 7.730 

JbJ 71.80 -050 72.10 7120 24S 4239 

Total 7985 77933 

H 0RAM6E JMCE HTCE (iSJOlte caatatal 

Sap 10750 -01510880 10750 798 13(51 
Key 111.15 -OIO 11290 11190 136 &196 

Jaa 11390 -OIQ 11490 11490 88 2.333 

tor 11695 -01011875 11676 10 1568 

Hay 11940 -OlO - - 10 684 

Jd 12190 -005 - - - 289 

Total 14W 23114 


LONDON SPOT MARKETS 

m crude on. RS (per OsrreO +4 


H HATURAL QAS FE (Urn gpeK pare per tan* 

Sap 10220 -0280 10500 10210 515 1935 

Oct 11250 +0980 11250 11250 55 2785 

Total 1245 22,525 

■ NATURAL 6AS NYIEX (KUDO nonBhi. 54nn0u) 


E eqitv SFreqrtv 


178400 

178016 


430.462 

429268 


S pta 
2W.W-2KS) 

06.40-38.70 
28665 
286.15 
286JO37jO0 
3MH84.15 
2B&X-2BU0 
Loca Ufci Mean 60 U Landrig Rate* (A IBS) 

1 north 467 6 months 499 

2 months 497 12 months 4.04 

Smande .447 

Sim Ffc p/koy bz. US cb agutr. 

Sp« 33297 54075 

SUer tearing Mis 

1 mom 290 6 noma 195 

2 months 225 12 manta — „ — ITS 

3 mrths 290 


Latest Bay's 
price change 
1980+0936 
1.S30+O922 
2200+0918 
3485+0918 
3580+0920 
2490+0910 


Mgh Low W tat 
1980 1910 11396 51963 
1935 1970 8890 30937 
2205 2150 3413 23923 
3490 2440 3912 24,738 
2985 2945 3909 23C0 
2435 24G5 1955 15979 
33974253105 


PULP AND PAPER 

■ PMU»B«lXtU8ls24rtr*ytata 

SeO Bay's 0pm 

price change (80b luw Vd H 
Sap 43350 -090 43290 43290 10 438 

Dec 46190 _ 235 

r«w .re ?« 

FUTURES DATA 

Afttreritai 0008**06 


TDU9S DATA - 

Open Mareat end Voter* date Eton ta contests 
Med On COWS, NYMEX. G8T, NVCE, CME, CSCE 
and PE bade 01 n one day h nasi ttotsua 8 
0pm Interest Hate an tor M hadaa mortha. 


INDICES 


a: 18/9/31 = ioq 


M IMEADBI 6AS0UME 

WHEM429M U5 gafc; CAB galaj 


CoU Cedes 
Krugerrand 
Hew Smrijpi 


S price 
290-294 
67-71 


Eaqrir. 

178-181 

41-44 


Latest Day's 
price change High 

41.75 -0.62 4290 
4305 -095 4270 
4290 -095 4345 
4355 -067 4420 
4490 -022 4490 
*560 - 4590 


tear Vol 
4190 11119 
4190 4,179 
42B0 1,161 
4390 1981 
4490 46 

45.60 100 

42592 


Minor Metals from Matai Britain 
European tan market, S par pound h 
ttveftouae, unlean eunrwsn stated Oast 
week's prices in bmdtas, wham changed). 
Antimony: 96.6596. S par tonne, 1.29&- 
1.300 (1280-1.340], Bismuth: min. 
999996. tome tote, 595-395. Cadmium; 
min. 999596. cents a pound, 28-30. 
Cobalt MB free market, min. 99.816, 
21904290 (22-2% irfre. 99996. 1890- 
19.10 (1890-1 3. OQ). Mercury; mtn. 
999946. S per 76 poind flask. 135-145. 
Moly bd en u m : drummed motybdc oxide. 
3.45-3.60 (3.60-3. 80} . Selenium: min. 
999%. 1.40-340- Tiaignten ore: 38-48 

no-sa. ; ffi" S8M.oa 


Asg 3 

Aag 31 aooSi ago 

yateoge 

15629 

1555.6 15489 

19269 

■ ca Potarea pace: 1967 +> 1QG) 


JM 31 

Jrt 30 Marti ago 

jateafl" 

20690 

20725 


■ BSCI Spot taSR 1970- 100) 


JM 31 

JM 30 anrti a^j 

yea age 

14399 

144*8 1S20 

19229 

UE BABSWOSE STOW (tarea) 


AMltan 

-2275 ID 

(74J50 

Mxafetn Moy 

+120 a 

64, CMC 

CWf 

+550 19 

257.950 

Wad 

-29 to 

108*50 

HeM 

sc to 

81770 

Zkc 

+925 to 

376925 

m 

-50 B 



Data 

St 234-2.42 

-0985 

Site Beat (drteffi 

S1199-292 

-0*85 

Scent Shed Sert 

SI 294-267 

-0995 

W.TA 

*1395-397* 

-0510 

M 08 nODDOIS NWEpraeta deflwy OF tanej . 

teenttaa Gsotoe 

SI 56-158 


Gas Oi 

SI 09-111 

-19 

Haay Fuel 01 

_ S6M2 


Kaphtm 

SI 22-123 

-09 

Jet W 

S1 19-120 

-2 

Dfert 

SI 18-119 

-1 

H NA31SIAL GAS gtacrtltaa) 


BaetooBart 

1815-li20 

-025 

/atiteua *gm TM. Unto pin) ss bjss 


H OTHER 



Srtd {par my o3* 

S28425 

-420 

Steer gw bur m>A 

548500 

-100 

Ptarirw (per Coj wJ 

S37190 

-150 

Prtftauiii tier aoy ocj 

S303JC 

-490 

Copper 

* 839c 


Lead (US prod} 

- 4590c 


Tin (ffisto Lanpur) 

. 22j74t 


Tin (Nn/ Yorig 

2695 


Caffia (tee WBW) 

87.75P 

-0*8* 

Sheep (be migbQ 

102J6P 

•i:io* 

P»p (N 

. 4793p 

-3J71* 

un. cto ata agafl 

S21110 

-390 . 

Lon. day sugar (wt$ 

S2S830 

-290 

Bader 

. Uaq 


Mata (US Ka3 7M0B) 

£10990 


Wnt (US Dari toS* 

IN 


rwa iUHjT 

47.2SP 

47.7Sp 


Rutter os. RSSNrt) 

3150m 

-090 

OKDQUt OR (FMfi- 

Pa*a a mm 

. 65S9y 

+129 

6209 

-1O0 

GQcramS 

SW09y- 


Soyztass ft/S 

1E9y 


taaa OutorirtV Wb> 

6815 


Wootepa(B4a-Supari 

3BSp 



High stock 
levels remain 
focus for oil 


MAH KETS BPORT 

By Robert Coizuw 

and Gay Mead 

The hospitalisation of King 
Fahd of Saudi Arabia and 
renewed speculation about 
further production cuts by 
the Organisation of Petro- 
leum Exporting Countries 
made little impact on soft 
crude oil prices yesterday, as 
traders remained focused on 
the immediate problem of 
high global stock levels. 

The bellwether September 
futures contract for Brent 
Blend slipped below $13 a 
barrel: in late trading it was 
quoted at $12.67 on London’s 
International Petroleum 
Exchange, 43 cents down on 
Friday's close. 

Crude prices were also 
weak in the US, where the 
light crude contract for Sep- 
tember fell below $14 a bar- 
rel on the New York Mercan- 
tile Exchange. 

Earlier, traders sloughed 
off reports that King Fahd, 
leader of the world's biggest 
oil exporter, had undergone 
medical treatment in 
Riyadh. Official statements 
said he was in “very good 
health” in spite of having 
to spend several days in 
hospital. 

There was also little reac- 
tion to comments by Sheikh 
Saud Nasser al-Sabah, the 
Kuwaiti oil minister, that a 
third round of Opec cuts 
may be needed towards the 
end of the year to stabilise 
world oil prices. 

Most traders are seeking 
evidence that the second 
round of cuts agreed in June 
are feeding through the 
global oil supply system. 

Refined products were also 
weaker yesterday, with the 
IPE gas oil contract at a 10- 
year low of S10EL25 a tonne. 

The London International 
Financial Futures Exchange 
saw quiet trading in cocoa 
futures yesterday. 

Cocoa's lead contract. Sep- 
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asrtg ftTfriwnT V : • • . J-. 

t ember, closed Just Et lower 
at £1,055 a tonne, with roost 
trading focusing cm curren- 
cy-led arbitrage possibilities 
between London and New 
York's Coffee, Sugar and 
Cocoa Exchange, where the 
September contract divied to 
a 15-month low of $1,520 a 
tonne before pulling back to 
$1,532 by midday. 

The next few weeks could 
see the £1.000 mark under 
pressure on Liffe, depending 
on the size of the West Afri- 
can crop now being har- 
vested. 

Last week’s rally in coffee 
futures on the CSCE ran out 
of steam early yesterday, 
with the September contract 
down 70 cents at 12SL50 cents 
a pound by midday. 

One factor overhanging 
the market is the feeling 
among analysts that Brazil 
may move closer to compli- 
ance with quota targets set 
by the Association of Coffee 
Producing Countries. On 
Liffe the September contract 
closed $75 higher at $l,7fio. 

On the London Metal 
Exchange most base metals 
traded lower than the Friday 
close, with the market 
depressed by the start of the 
holiday . season. Three- 
months copper finished the 
day $44 lower at $1,656 a 
tonne, with analysts expect- 
ing it to struggle to hold to 
$1,650 in the next few days. 


■t'" 


(KtoitaMaUipM^ta 


Sits 

ttatsuto 


ACROSS 

1 Seat is free- for the rest of 
the afternoon (6) 

4 Ban bird of passage (6) 

8 Small type of gem (7) 

9 Critical stage of increasing 
. gravity for spacemen (2-S) 

11 Striker takes position - 
decisive moment in the 
game RL5) 

12 Draw blood in prison Y4) 

13 Revolutionary firm about 
belief (5) 

14 A foundation garment is 
retired on showing wear (8) 

16 PM meets oriental leader - 
his first appearance? (8) 

18 Take to wife, forsooth (5) 

20 Overcook fish (4) 

21 Gent's set back with 
tonight’s collapse in the 
city (10) 

23 Syrup well described by 
Dormouse (7) 

24 Simply commercials about 
suite (7) 

25 Get in a pie - for this? © 

28 Forced to show .pride’s 

downfall (fi) 


Solution to Saturday's pme pnzzle on Saturday August 15. 
Solution to yesterday's- prise puzzle on Monday August 17. 


DOWN 

1 Mother’s getting a sailor up 
for a dance (5) 

2 Listener's complaint (7) 

3 and 7 The Book of Num- 
bers (9,9) 

5 Public minister raised in 
the Old Testament (5) 

6 Fruit and nuts (7) 

7 See 3 

10 Roll up for what suckers 
buy by the score (9) 

IS There may be a harrowing 
time for this heavyweight 
(9) 6 - 

15 The others survive a com- 
munist uprising (9) 

17 Biting witticism about 
right and wrong (7) 

19 Austere conditions for air- 
craft mechanics, we hear 
(7) 

21 Hose in New York left run- 
ning (5) 

22 New cadet took part (5) 
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financial times 


TUESDAY AUGUST 4T99fr 


LONDON STOCK EXCHANGE 


London limps lower after more 


flSE AR^Sham Mr 


~ - ’■■ ■ -Mm 


REPORT 
By Peter John 


More grim statistics on - the 
UK manufacturing sector set 
the trend for the day in the 

London mar ket 

The FTSE 100 index was 
off 85 points in mid •morning', 
compound tag Friday's 74- 
point Cali as it responded to 
July’s purchasing managers' 
index. The PMI was at Its 
lowest since September 1992, 
when Britain pulled out of 
the European exc h a n ge rate 
mechanism. 

The index added Further 
weight to last week’s gloomy 


survey from the Confedera- 
tion of British Industry, 
which reported the lowest 
level of business confidence 
for seven years. 

It also came after big falls 
in equities in New York, 
Hong Kong and Japan late 
on Friday and first thing 
yesterday. 

The scene would have 
been set for an equity rout at 
the beginning of one of the 
heaviest weeks in the 
interim reporting season but 
far one thing. 

Sterling, the strength of 
which has undermined the 
profitability of big exporters 
and overseas traders, partic- 


ularly in the engineering 
sector, weakened yesterday. 
The pound closed below 
DM2J90 against the German 
currency for the first time In 
almost two months. 

Consequently, Footsie ral- 
lied throughout the day to 
close 27.3 otr at S.809.7, a 
drop of 6 per cent from the 
record high a fortnight ago. 
The FTSE 250 index fell 3A8 
to 5,4475 and the SmallCap 
12J2 to 2,450.3. 

A weak start to trading 
was flagged by a new pre- 
market index which started 
yesterday. 

The index, designed to pro- 
vide an early guide to the 


opening value for Footsie 
and intended to increase 
market visibility at the start 
of the day, is -calculated 
every 15 seconds between 
850am and 953am. 

Taking into account orders 
posted before' the official 
opening at 9am, it showed 
the market opening L8 
points lower. -The gross 
impact of dividends on- the 
FTSE 100 was 6.4 points. 

A spokesman from FTSE 
Inte rnational, which is prod- 
ucing the information with 
Reuters, said that in spite of 
a quiet start to the day, the 
index gave an accurate pic- 
ture of initial interest 


The market trended lower 
for most of the morning bat 
there was little heart in the 
selling as dealers remained 
on the sidelines ahead of 
Thursdays pronouncement 
from the ttewk of England's 
latest monetary policy com- 
mittee meeting. 

Da the light of the manu- 
facturing downturn, few 
strategists expect a further 
rate rise. But Michael Saun- 
ders of S alomon gwrfth Bar- 
ney flies with the hawks and 
forecasts a quarter-point rise 
to 7.75 per cent 

“Although growth Is slow- 
ing, it is not clear that the 
slowdown will he long or 


deep enough to reverse the 
recent rise in domestic 
costs," 1 said Mr Saunders. 

Richard Jeffrey, the con- 
sistently 1 bearish ■ Charter- 
house .Tilney strategist, 
argued that any shift from a 
high-rate scenario would 
provide little relief. “This 
mar ket has moved from fear- 
ing rates wm go up to fear- 
ing the i mpac t cm profitabil- 
ity. It Is caught between the 
devil 'and the deep blue sea," 
he said 

Turnover by 6pm was rela- 
tively light at only 650m 
shares with interest evenly 
split between Footsie and 
non-FoOtsfe stocks. 
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Pearson 
up on 
figures 


COMPAMES .REPORT 

By Joel KBhbo and Hartii Brice 


Media group Pearson, owner 
of Financial Times, sparkled 
after it unveiled interim 
profits well ahead or market 
expectations and boosted 
investor confidence a bout its 
corporate strategy. 

Pre-tax profits before 
exceptionals came in at 
£85-6m. against £49.4m a 
year earlier, compared with 
the range of analysts' expec- 
tations of £72m to £77 tn. 

On an otherwise poor day 
in the market the stock pro- 
vided one of the few solid 
buying opportunities. The 
strong demand sent the 
shares soaring and they 
closed 80 up at £12, a record. 

Meg Geldens at Merrill 
Lynch was particularly 
pleased with the results and 
believes Pearson “will con- 
tinue to deliver the kind of 
results that deserve this 
kind of rating". 

Marjorie Scardino, chief 
executive, who has been sell- 
ing off non-core businesses, 
said she was not in a rush to 
sell the group's 50 per cent 
stake in Lazard Partners, the 
holding company for the 
Lazard investment banks. 
But Ms Geldens said: “If 
they think Tussauds does 
not fit strategically, then 
they must think the same 


about hazards but I do not 
expect such a sale in the 
near term." 

Cable & Wireless Commu- 
nications fell 72'A to 598V*p 
following news that 1&5 per 
cent stake holder Bell Atlan- 
tic, the US local telecommu- 
nications group, is to sell its 
stake in the UK company. 
Bell Atlantic, which last 
week announced a merger 
with US group GTE, 
launched a $3.5bn bond 
exchangeable into its 18.5 
per cent stake in C&W. 

Elsewhere in the sector, 
mobile phone operator 
Orange continued to move 
strongly ahead following a 
bullish note from Merrill 


Lynch on Friday. The shares 
gained another 36 to 779p. 

Nervous trading in hank 
group Woolwich ahead of 
tomorrow’s figures saw the 
shares fall 18 to 329p, the 
FTSE 100’s worst performer. 

Dealers said analysts at 
Credit Lyonnais Securities 
had reiterated their long- 
term “sell” stance on the 
shares. 

Tough competition in the 
mortgage market is expected 
to hit earnings at the bank. 
Woolwich is expected to 
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results, which were hit by 


report pre-tax profits of specific provisions because 


between raasm and £245 xdu 
A nalysts downgraded 
HSBC after it published low- 


of the ongoing economic tur- 
moil in Asia. Dealers also 
noted uncertainty about the 
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er-than-expected first-half timing of any recovery in 

the region. 
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shares eased a penny to' 
SSip: BP followed the market 
trend, easing 3 to 81Qp. 

Speculative hid talk con- 
tinued to buoy Albright & 
Wilson as shares in the 
chemicals company rose 12 
to l&'/to, one of the better 


year profit expectations to performances in the FTSE 
around £4.4bn from previous 250. Weekend press reports 


estimates around the £4,7bn 
mark. The shares closed 33 
lower at £14010. 
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Bid talk lifts Lasmo 
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Vague bid talk to oil explo- 
ration group Lasmo saw the 
shares advance 6 to 216Vip. 

Salomon Smith Barney 
favours the stock 'and to a 
new note said: “We believe 
the 37 per cent under- 
performance by. Lasmo’s 
shares so far year has 


had linked overseas compa- 
nies such as Rhbne-Poulenc 
with a potential bid. Talk of 
consolidation to the sector 
followed an agreed take- 
over in the US an Friday. 

Glaxo WeDcome followed 
the market, closing 19 off at 
£l&69p. The company said it 
had signed a letter of Intent 
to dissolve its over-the- 
counter joint venture with 
Warner-Lambert by the end 

of this year. 

Car and bus group Arriva 


find a strategic investor, and 
its chairman had resigned. 

Former tool hire , company 
Tores moved to trump the 
management buy-out for fol- 
low software company 
Radius. The MBO had 
offered 55p a share but the 
offer of one Tbrex . share for 
every 2 Radius shares valued 
Radius at 68p at last night’s 
dose. There is a cash alter- 
native of GOp for each Radius 
share. Radius rose 2 to 60ttp, 
while Tarex was down 15% 
to 136p. 

The trend towards consoli- 
dation continued among 
information technology 
stocks, where' Sanderson 
annouziced the purchase of a 
51 per cent stake to privately 
owned feBow software group 
MSL for £L9 ul Sanderson 
shares were off 4 at 137p. 
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reduced valuations to com- was helped by talk of a tod. 
pelting levels. Although Shares in the group have 
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results are currently suffer- 
ing from the effects of weak 
crude prices, we believe that 
the company's strong 
long-term upside remains 
intact and that ft still looks 


fallen from 513p earlier this 
year, following a profits 
warning in June that hit 
sentiment in many stocks 
linked with used car resale 
values. Arriva has decided to 


capable of meeting its heavy separate its car finance side 


investment ry t m iw iri iigntc « 
There was two-way busi- 


and concentrate an its bus 
tod motor divisions. Weefc- 
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ness in Shell which- brought aid press reports suggested 
turnover of 11m as the National Express would like 
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Arrivals bus business and 
was lining 19 a bid. Arriva 
shares closed up 15H at 
401 ftp, while National 
Express gained 1% to 
210.TOA. 

Ionica was one of the 
worst performers to the mar- 
ket as the shares lost 38 per 
cent or 16% to 26%p, after it 
said it had been unable to 
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Engineering results 

GKN rose 16 to 753p ahead 
of results tomorrow. May- 
flower, which reports today, 
gained 16 at 219%p. 

The two are expected to 
set a positive tone to the 
engineering sector results 
season, following recent con- 
fident statements from Slebe 
and TI Group that helped 
the shares advance. Siebe 
was off 14 at £1090 while Tl 
fell 18 to 419p. 

Smiths Industries ended 
the day the best performer 
in the FTSE 100 as the 
shares recovered from a late 
trade on Friday that left the 
stock badly down. Smiths 
dosed up 59 at 77pp, to very- 
thin volume. 

Media group Reuters eased 
18 to G96p. Salomon Smith 
Barney is a fan of the stock 
and. says to a note to clients: 
"There is scope for Reuters 
to both raise prices and. 
restrain costs, enabling it to 
meet estimates”. 

The. team at Salomon 
believe the shares “have the 
scope for a re-rating as "the 
market gains confidence that 
Reuters can r etu rn to deliv- 
ering above-average earn- 
ings growth". 
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Gavin Bishop in Singapore 
Tel: +65 736 4159 
Fax: +65 735 4304 
email: gavin.bishop@FT.com 
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Brigitte McAfinden in Hong Kong 
Teh +852 2905 5554 
Fax: +852 2537 1211 
email: brigitte.mcalinden@FT.com 
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Hannan Pursall in London 
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£ 230 , 000,000 
Class Ai Notes 


£180.000,000 
Class A2 Notes 


William MacLeod in London 
Tel: +44 171 873 3699 
Fax: -44 171 873 4296 
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Mortgage Backed Floating Rate Notes 
due 2023 


Tim Hart in New York 
Tel: +1 212 752 4500 
Fjx: +1 212 355 9539 


■ Kooriy movements 

SLBO 1050 1160 1256' 11M 1100 1550 111| . ilSifiln 


In acxordance with the provisions of the Notes, notice 
is hereby given that for the three month period 
31st July 1998 to 30th October 1998, the QassAl Notes 
and Class A2 Nates will cany an Interest rate of 
7.91172% and 7.98672% per annum respectively. The 
interest payable per £100,000 Note will be £24871 for 
the Cass At Notes and £1,33121 for the Class A2 Notes. 


or Brigitte McAlindcn in Hon,^ Koni 
Tel: -852 2868 2863 
F;jx: - 352 2537 1211 
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Rockwell's call centre technology 
helps Staples moil-order stationery 
business stay sharp. 
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New month ushers in another set of declines §^rdT ^ 
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WOBLD OVERVIEW 

The arrival of August 
brought no change to the 
steady downtrend in world 
stock markets that set in 
during the last two weeks 
of July, writes Philip 
Coggon. 

The markets continued to 
take a sceptical view of the 
new Japanese administra- 
tion. The yen edged closer to 
the eight-year low of Y146.75 
It hit in mid-June before the 
joint Intervention by the US 


and Japanese authorities 
that gave the currency a 
brief respite. 

in late European trading, 
the yen was at Y145.60 
against the dollar and bad 
reached a 5%-year low 
against the D-Mark. 

The continued weakness of 
the yen seems likely to 
revive fears that the Chinese 
and Hong Song authorities 
might be tempted to devalue 
their currencies. 

Meanwhile, comments 
from Seiko Noda, the new 


Japanese posts minister, 
which appeared to imply 
that postal funds should not 
be used to prop up the stock 
market, weighed on the Nik- 
kei 225 average- 

The downward revision of 
Hong Kong’s first-quarter 
gross domestic product num- 
bers and some disappointing 
interim results from HSBC 
iamn after most Asian mar- 
kets had dosed but the nega- 
tive Japanese sentiment was 
sufficient to prompt a bad 
day in Asian equity mar kets. 


The gloom quickly spread 
to Europe’s bourses, which 
already had to absorb the 
impact of Wall Street's late 
fall on Friday, where the 
Dow Jones Industrial Aver- 
age dropped 143 paints. 

With many traders away 
on holiday, Europe was 
unable to resist the bearish 
trend from oversees and the 
French German markets 
teQ by 1-2 per cent, with auto 
stocks particularly hit 
New York initially looked 
like continuing the down- 


ward trend, with the Dow 
quickly more than 80 
points, but US share prices 
had recovered much of the 
lost ground by the European 
dose. 

One strategist who is 
unabashed by recent stock 

Tnarfr af faTfe and by thp COH- 

cera about the outlook for 
corporate earnings, is Joe 
Rooney of Lehman Brothers. 

He believes global Inves- 
tors should be overweight In 
equities, citing three reasons 
which, taken together, out- 


weigh the deterioration to 
earning revisions. 

“The US interest rate envi- 
ronment is supportive; we 
espectto Fed to reduce the 
funds rate by 25 basis points 
before the and of 1596 and 
US bond yields to continue 
to offer support to western 
financial assets. 

“Second, there is a strong 
valuation case for global 
equities. Third, a political 
will has emerged in Japan to 
deal with the banking cri- 
sis." - .■ 


son 



Dow weakens 
despite heavy 
bid activity 


Thomson-CSF bucks 



HmmsonhCSF 

Stan price 
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Wall Street made a choppy 
start with all four of the 
major equity market indices 
moving lower in early trad- 
ing, writes Jonathan Robin- 
son in New York. 

The Dow Jones Industrial 
Average dropped 84.76 to 
8,84833 and the Standard & 
Poor’s 500 index slipped 432 
to 1.11635. 

The Nasdaq Composite, 
the day’s biggest loser in 
percentage toms at lunch- 
time, fell 14.96 to 1.857.43 
while the Russell 2,000 lo9t 
ground to 4163, a decrease of 
33S. 

But there was no shortage 
of corporate deals. Albert- 
son’s, the Idaho-based super- 
market group, announced 
the acquisition of American 
Stores for $11.7bn, a deal 
that will create the nation's 
largest supermarket chain. 

American Stores soared 
15.63 per cent as a result, 
climbing S3% to 26ft. Albert- 
son's fell back S2ft to 45'A. 

Ascend Communications 
and Stratus Computer have 
also agreed on terms far a 
takeover. Ascend will 
acquire Stratus in a basic 
stock-for-stock exchange. 
The deal was viewed fevour- 
ably on Wall Street as bro- 
kerages affirmed the value of 
the company’s stock. 

Partly as a result. Ascend 
dipped only gft and Stratus, 
moving against the weak 
Nasdaq trend, climbed an 
even S3. 


Eastman Wnrfair the imag- 
ing giant has agreed to 
acquire Imation Corpora- 
tion’s worldwide medical 
imaging business for 5520m. 

Kodak will now operate 
Imation’s manufacturing 
plants in Oregon and 
Minnesota, and the company 
expects a positive Impact on 
earnings after 12 months. 
Kodak stock fell to g&ZK. a 
g2% drop, while Imation 
climbed 9 per cent or gift to 
$17%. 

IBM announced that it has 
developed a new process to 
building high-speed transis- 
tors. mairing way for supe- 
rior chip speed and 
increased battery life for cel- 
lular phones. 

The news prompted the 
computer leader's stock to 
rise gift to $184ft. 

Also in the technology sec- 
tor, America Online, the 
largest internet provider, 
reached a “two-year strate- 
gic pact” with Netscape 
Communications Corp to 
include Digital City. AOL’s 
local content provider. In 
Netscape's Netcenter web 
page. Netscape rose 5% to 
$2811 and AOL gift to gll8ft. 

Sara Lee is once again 
going to restructure, a move 
It hopes will generate $200m 
in cash and cash-flow pro- 
ceeds. The company’s stock 
reacted positively with a 5 
per cent rise, advancing $2% 
to $52%. 

• Toronto was closed for a 
public holiday. 
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Asian concerns push 
Latin America lower 


Latin American centres 
continued to stream lower 
yesterday with Asian con- 
cerns under mining a num- 
ber of currencies and the 
dull start on Wall Street 
adding to investors' woes. 

MEXICO CITY, down 2.5 
per cent on Friday, stayed 
firmly an the defensive, 
although volumes were nom- 
inal. 

“There’s very little activ- 
ity. We could well slide all 
day," said one broker. At 
midsession, the benchmark 


IPC index was off 5235 or 12 
per cent at 4.192.41. 

Among blue chips. Telmex 
suffered from ADR weakness 
on Wall Street The shares 
dipped 10 centavos to 22.10 
pesos. 

CARACAS shared in the 
general downturn in spite of 
talk of an attempt by major 
oil-producing countries to 
revive flagging oil price for- 
tunes by further reducing 
output The IBC index was 

down 122-39 or 23 per cent at 
4,72338 at midsession. 


EUROPE 

The first trading day of 
August took the edge off 
activity in PARIS and in lim- 
ited selling the CAC 40 index 
ended down 82.28 at 4,095.03 
after a session low of 
43693d 

Defence conglomerate 
Thomson-CSF stood out 
against the weak trend, ris- 
ing FFr9.60 or 4.1 per cent to 
FFr243.50 in what most 
dealers saw as a slightly baf- 
fling performance. There 
was said to be good local 
buying, although turnover 
was an average-looking 
FFM46m. 

One theory to the 

derivatives market where 
there was said to be a size- 
able options switch out of 
calls into puts. And at least 
one Paris broker was said to 
have lifted its target price to 
FFr240. 

Holds leader Accor shed 
FFr75 or 4.7 per cent to 
FFr1,521 and BNP, Saint 
Gobain and Peugeot all fell 
more than 4 pm 1 cent BNP 
shed FFr24 to FFr529, Saint 
Gobain FFr43 to FFr1,001 
and Peugeot FFr52 to 
FFr1,126. 

Positive press comment 
got behind Moulinex, a weak 
market lately. The shares 
rose FFr2.80 to FFr 129.80. 

Alstom benefited from initial 
coverage by Goldman Sachs 
and Morgan Stanley. It 
added FFr430 at FFr181. 

AMSTERDAM fell 28.77 to 
1,20056 on the AEX Index in 
dull volume. Heineken, hit 
by a broker downgrade, was 
one of tiie day’s most nota- 
ble casualties, slipping 
FI 5.50 or 6 per cent to 
FI 85.70. 

Publishers were mixed 
ahead of this week’s results 
statements from Elsevier 
and Wolters Khmer. The for- 
mer dipped 10 cents to 
FI 31.70 but Kluwer gained 
FI 1.00 to FI 304. VNU shed 
FI 3.10 or 3.6 per cent to 
FI 8230. per cent to SFrl,187 and 

KI.M. which is due to insure: Baloise down SFr34 

Johannesburg drifts lower 
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report first-quarter earnings 
today, came off FI 4*60 or 5.4 
per cent to F1B1. Employ- 
ment agency Randstad tum- 
bled 8 per cent sliding FI 13 
to FI 15020. 

FRANKFURT ended elec- 
tronic trading with a decline 
of 66.81 to 5,774.38 on the 
Xetra Dax Index after a ses- 
sion of steady trading among 
the market heavyweights. 

Deutsche Telekom came 
off DM2.15 to DM49.90 and 
Deutsche Bank lost DM2.75 
to DM137. Motors saw dear 
weakness with BMW losing 
DM63 at DM1,647 and Volks- 
wagen off DM430 at DM158. 

Lufthansa, hit by a cer tain 
amount of airline nervous- 
ness ahead of today’s results 
from KLM, shed DM1.41 to 
DM47.39. Firm features 
Included retailer Karstadt 
which added DM7.50 at 
DM842 for a two-day 
improvement of almost 2 per 
cent 

ZURICH followed overseas 
markets lower, and the SMI 
index closed down 100.30, or 
1.2 per cent, at 8439.20 amid 
thin volumes. Volume was 
low at SFr25bn in spite of 
extended trading hours. 
From yesterday, trading 
hours have been extended by 
one and a half hours, and 
are now 9am to 5pm. 

Financials led the declines, 
with Zurich down SFr47 or 4 


or 2 per cent to SFn,46a 

V-Kpf* Holding, ^ semicon- 
ductor equipment manufac- 
turer, plunged on Asian con- 
cerns. The shares lost SFT206 
or 13 per cent to SFH365 an 
reports that the company 
was cutting work time for its 
employees. Esec declined to 
comment, raising uncer- 
tainty «tw mg investors. 

Novartis lost SFrli to 
SFT2.503. Roche declined 
SFtso to SFrl6,OO0 and SFr4i 
to SFx3,05R 

MILAN was dragged down 
by Iowa: blue chips and the 
Mfotel Index fell back 8X4 to 
24446. 

Banks wiatiag ud to hold 
their ground in an otherwise 
lacklustre market. Merger 
hopes buoyed Banca Com- 
merlcale L231 to L13.400 
while Banca Intesa added 
1492 to L10.6OL 

Olivetti, the most active 
issue of the day, declined 


L31 to IA666 while Fiat fell 
L154 to L7J380 following the' 
am? of governments car 
sales incentive programme 

lag? month. " 

Mediaset, the broadcaster, 
edged up LI to 141.107 after 
reports of talks with German 

madia group KiTCh OVeT a 

tele v isi on alilanoq. 

MADRID fell 643 to 90734 
on the general index. Ban k s 
were lower with Argentaria 
down PtaSO or 23 per cent to 
PUS, 595 and BGH losing 
Pta50 to PtalJMS. - 

Puleva, the milk producer, 
gained PtaSO to Pta5,400. The 
company said on Friday that 
it had acquired a 22 per cent 
stake in milk producer Clesa 
for PtaSbn. . . 

Amper lost Ptal20 or 3 per 
cent to Pta3,790 after the 
company reported sharp 
ft»Ua jn first-half net profits. 

Telefonica closed flat at 
Pta7370, Repsdl feQ .PtallO 
to Ptaf&lO and Endesa shed 
Pta45 to Pta&265, 

STOCKHOLM ended lower 
but with early losses pared 
thanim to a steady results- 
led performance by Scania. 
The truckmaker’s shares 
gained SKrS30 to.SKz22830 
following a better-ti un- 
expected io per cent advance 
In first-half results. The 
broad market though was 
d u ll The general index fin- 
ished 03 per cent lower at 
3,646.19. 


Written and adted by Jeffrey 
Bream, EmHm Tanaono and 
Pater Rtf 


The break-up and sate last 
week oT Teletofts, the bow- 
ing company for Brazil's 
public telephone network, 
will force many of the coun- 
try's investors to th i nk a. 
littte harder about where to 
put their money. 

. Telebrfis -has been & dear 
first choice for several years. 
Its shares account for about 
45- per cent of daily -volume 
on the sac Paulo. Stock 
Byrhang e and its American 
Depository Receipts are the 
pifiBt traded foreign share on 
to New York exc ha ng e . 

Us dominance over other 
big- public sector stocks - 
such aa Etetrobrfts, the dec* 
tricity holding company, and 
Petrobrfis, the petroleum 
giant - was based partly on 
Rb size and partly on the 
promise it would be sold. 

Now it has been, and to 
investment outlook is a lot - 
cloudier. The company was 
rebundled Into 12 h ol di n g 
companies - three regional 
fixed - ope r a t ors, one long dis- 
tance and international oper- 
ator and eight cellular com- 
panies - and .sold last 
Wednesday for R$22.lbn 
(USglShn) in ane of the big- 
gest privatintiona ever. 

Holders of Tdebrfis shares 
will automatically receive a 
corresponding number of 
shares in-each of the new 
companies, once the issues 
receive approval from the 
Securities and Exchange 
Commission in Washington . 
nnH its Br azilian counter- 
part. the CVM. Trading is 
expected to begin later this 

mnnft • 

I n vestors who shudder at 
the prospect of picking win- 
ners among the 12 new hold- 
ing companies.— in ftddin™ 
to those stocks in individual 
operating companies already 
traded in S&o Paulo - are 
being offered a soft l flririfag - 

They can maintain their 
play across the sector by 
Opting for RCTBs - “Me- 
tofts receipts" - which are 
offered by the S&o Paulo 
Stock or for Tele* 

br&s Holders, a similar 
instrument marketed by 
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Shares in Johannesburg 
continued to move lower 
with the all-share index clos- 
ing off 13 per cent at 6387.7. 

Industrials led the way 
down, sliding 2 per cent to 
8,0383. Financials came off 
1.4 per cent at 124753 and 


to golds index ended with a 
decline of 1.7 per cent at 
8994. 

Brokers said sentiment 
had been damaged by the 
broad downturn across 
global markets generally, 
but that a better day for to 
rand had helped limit the 


Yen weakness ends Tokyo rally 


ASIA PACIFIC 


A four -day rally in TOKYO 
came to a halt as yen weak- 
ness and concerns over the 
fragility of the financial sec- 
tor damped trading, writes 
Khozem Merchant m Tokyo. 

The Nikkei 225 average 
Closed at 16,165.08, down 
213.69 or 13 per cent, more 
than wiping out Friday's 177- 
point advance. The Nikkei 
traded between 163Q33Q and 
16,10435. 

Friday’s steep fall on Wall 
Street plus a further round 
of selling for the yen were 
the main factors behind to 
downturn. 

Sentiment was also 
reversed on comments by 
Seiko Noda, the posts minis- 
ter, whose portfolio Includes 
the cash-rich Postal Savings 
Bank. She was quoted by 
local newspapere as saying 
that firnds from the bank, a 
controversial privatisation 
target, should not be used to 
prop up the equity market 

The game sentiments were 
expressed by Kiichi Miya- 
zawa, Japan's new finance 
minister, last week, which 
led to the yen weakening to 
a six-week low against the 
US dollar on Friday. 

Banking shares were 
among the most heavily- 
traded stocks after the 
Financial Supervisory 
Agency, the newly formed 
watchdog, the imposed pen- 
alties late on Friday on sev- 
eral banks for wining and 
dining bureaucrats in return 
for political favours. 
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Sanwa Bank, the most 
heavily penalised by the 
agency, fell Y118 to Y1.115- 
The Long-Term Credit Bank 
of Japan fell Y1 to Y50 in the 
wake of news tot Standard 
and Foot's, the US credit rat- 
ing agency, had lowered its 
rating on Friday. 

Sakura Bank, the most 
heavily traded stock of to 
day, briefly dipped to a year 
low of Y315 before firming to 
close at Y323, while Fuji 
Bank fell Y21 to a 12-month 
low of Y483, the seventh suc- 
cessive daily slide. Sakura 
and Fqji were among the 
banks punished by the FSA. 

Real estate, construction 
and retail stocks also weak- 
ened. NTT. the telecoms 
group, was the biggest loser, 
failing 33 per cent 

The Toplx index of all first 
section shares was down 
16.80 at 1,24534. Trading was 
light with 298m shares 
changing hands on the first 


section, hi Osaka, the OSE 
index feQ 11849 to close at 
1735137. 

HONG KONG tumbled 4.8 
per cent an a fresh battering 
in to foreign exchanges for 
the yen, a hardening local 
money market and selling at 
HSBC aHtmri of flip banking 
giant's interim results. The 
Hang Seng index gave up 
383.43 at 7352.77. 

HSBC, which announced a 
14 per emit drop in half-year 
earnings after the market 
had dosed, ended off HKglO 
or 53 par cent at HKS179. 
News of a '23 per cent con- 
traction in GDP for the first 
three months of the year 
also came after hours. 

SYDNEY sent BHP and 
Rio Tinto higher but the 
resources giants were rare 
firm features in an otherwise 
depressed market The All 
Ordinaries index ended 
down 308 or I.l per cent at 
2.6733 in thin volume. 

BHP added 5 cents at 
A$l&36 after a session high 
of AS13.70 on confirmed 
management changes. Rio 
Tinto gained 20 cents to 
AS1832 on talk at an acquisi- 
tion. Santos, which put out a 
profits warning last Friday, 
fell to a two-year low of 
AS4.15. down 20 cents and off 
7 per cent in two days. 

KUALA LUMPUR fell 
sharply on fears of a weak 
ringgit aa a result of last 
week's rate cut 

The slide in to yen and 
other regional markets also 
depressed equity prices and 
the composite index lost 


1638 or 4 per cent to 38637. 

Malaysia’s financial 
authorities announced the 
three-month intervention 
rate would be cut from ll 
per cent to 103 per cent 

The announcement, how- 
ever, failed to lift share 
prices, and weighed on senti- 
ment. The financial sub- 
index fell 8.6 per emit with 
Maybahk down 18 cents to 
MS3.02. 

Heavily capitalised Issues 
were also lower with Tele- 
kom down 35 cents at MgS.10 
and Tenaga NaslonaJ falling 
32 cents to Mg3. 18. 

MANILA dosed at a fresh 
six-month low on heavy for- 
eign selling. The sharp 
riw*iinp in the yen and the 
Slump in other Asian mar; 
kets also affected shares and 
the composite index lost 
6434 or 4 per cent to 134837. 

Fears that to slide in to 
yen, which has already cre- 
ated further pressure an the 
peso, would erode corporate 
earnings also weighed on 
equities. 

The commercial-industrial 
index retreated 3.6 per cent, 
while property plunged 6.4 
per cent Banking and finan- 
cial services lost 33 per cent, 
and mining shed 2 per cent 

Philippine Long Distance 
Telephone fell 20 pesos or 
over 2 per cent to 905 pesos 
and Ayala Land 0.75 pesos or 
almost 7 per cent to 10 pesos. 

KARACHI fell steeply fal- 
lowing the border clashes 
between Pakistan and India. 
The 100-share index, lost 
55.35 or 6 per emit to B6543. 


If bills for the dentist, optician and 
physiotherapist keep your staff awake at night, 
it’s not just their health that could suffer. 





HSA Is the No. I health care cash 
benefits plan, acknowledged fay 
successful companies as being a 
’vital part of their corporate health 
care scheme. ... 


HSA is not private medical insurance. 

HSA provides tax-free cash payments 
towards everyday health care. , 
costs including . 1 " 

dental, optical, 
physiotherapy and - 

hospital in-patient. = 

CkownPlan 

NHS or private. 


HSA. is popular with employees because 

• ft helps take away the worry of bills for 
regular health treatments 

• just one affordable, regular payment 
covers their partner and children for all 
the benefits 

• it’s a mutual and non-profit making 

• data are usually paid within three days. 




HEALTH 


CARE 


For more Information 

CALL FREE 
0800150150 

or email us at 
sales@isahealthcare.org 


HSA Healthcare - it pays to join. 
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Merrill Lynch is New York. 

Investors In Telebr&s 
ADRs are already migrating 
to the Holders in droves. 
Merrill Lynch says more 
than 39zn ADRs, worth about 
USg5bn, were c o nverted to 
Holders last week. _ . . 

But few see RCTBs or 
Holders as a long-term 
option. For one thing, says 
Marcello MoDica, a telecoms 
analyst at Banco lcatu in Rio 
de Janeiro, they do not rep- 
resent a company with a sin- 
gle balance sheet, so evaluat- 
ing their price against 
owmlng c will involve calcu- 
lations for an 12 holdings. 

Investors determined to 
find a “son of Tetetoga" are 
likely to plump for Telesp, 
to fixed-line operator serv- 
ing the state of S&o Paula 
The holding company was 
bought by a group ted by 
Telefonica of Spain for 
R$332bxu a premium of 64 
per cent to the mtaiwmm 
price and a firm vote of con- 
fidence In the region’s 
growth potential. 

Other buyers included 
Telecom Italia, Portugal 
Telecom, MCI and Splice. 
Deals still being done 
between than will determine 
the make-up of the Indus- 
try's ownership in the 
medium term - one factor 
among many Investors 
might care to consider as 
they prepare to make their 
choices. 

Jonathan Wheatley 
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